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CORDES LAKES WATER COMPANY
RATE INCREASE
W-02060A-12-0356

Application :

Additions to Rate Increase Application (8/6/12)

Additions and Revisions to Rate Increase Application (9/24/12)

Additions to Rate Increase Application (11/8/12)




NEW apPPLiCATION

ORIGINAL ..

CORDES LAKES WATER COMPANY ~U-2060
NOTES

W-02060A-12-0356

Cordes Lakes Water Company last received a rate increase on March 1, 2008, based
upon test year data for 2006. At the time that the increase data was submitted for
consideration the economy was very strong and the increase granted was based upon
the revenue of new lot development fees and on turnover fees. Since 2008, moves
have been very slow and in 2011, no meters were installed.

The decision for the last increase required the Company to investigate methods of
reducing water loss from leaks and old water meters. While we continue to ook for and
repair leaks, we have not had the finances to make a major effort to reduce leaks. We
are proposing the approval of enough funds to run the system and additional funds to
hire a leak detection company.

The leaks at Cordes Lakes are found to be in pipe installed before 1974. The pipe
carries a pressure rating of Cl125 which was approved by the ADEQ and Commission
at that time.

We are proposing an approximate increase of 20% to cover the cost of operating the
system without the need to advance monies from outside sources.
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. CORDES LAKES WATER COMPANY
DOCKET U-2060
CERTIFICATE FROM ARIZONA DEPT OF REVENUE
MAPS RECEIPT FOR 2011
ADEQ COMPLIANCE LETTER

SAMPLE BILL




AOTYOAZY Mmoo IR : 08258 7V @dwajy

AT/ A AN 1 G 617 %09 0d

YET9-91L-C09 IIJIONPNY SNUIASY - .0 S ;,  UBWN]O] [13N Uy
- Sofestue)) BUMSLR[) »+. 0 . o v "00) 9B\ SINET] SOPIOD)

7 Tt o :0], panss]

1: v:m b_mzccﬁcoo o@m& nw UonRIYIILd Sy
T-€5682098 | .+ osuedor] BuIpoyqIm
$-$€9800-€1 . C e - OSUQOIT XE]L, omu:Z.E uonoesuel |
- TE€S687098 - . B@E: Z cosaouucoﬁ_ JoAKordwy jerspag
NOILVOMIINIaI =~~~ = JdALXVL
SISqUINT asUsdi| Eo;wom::omz pue sad£y xey coa:omov wcs,o:&
a1 03 se K[uo pue A[[edy19ads ‘€% 331 | pue Zp S[IL] Iopun aiip 'saxeq [{e pred pue pajy sty J1afedxe pawreu 2a0qe 3y; “sp10901 Judunedsp 0
Suip10o2® “Jeyy saYnI0 I T[S [-£§ UONIIG Jo/pUR S 1 1-Z UOII03G SAITRIG PSSIASY BUOZLIY O} Eﬂ&zn pansst st asueipdwo) JO 31ed1J18)) SIYL

'0) ..a_umkw .,mmu_nd.m%wo@

3urpue)S§ poon) Jo 131397

douerdwo)) Jo LI




e

Doy U-a0bO

2013 PUBLIC WATER INFORMATION UPDATE CARD
AAC.R184-303(8)

PWS ID NUMBER : AZ 04 L )t [A:& {Please Print)

PWS Name: _O_PEA&MLC%QA“ N
PWS Legal Owners Nﬂe
Legal Ownars Phone :

le-5&0 Fax UKO=L7- 1857
Legal Owners Mailing Address [~

e ey L T KSAS

. &O
Certified Operators Name: : Cert.Op # _ﬂs_a_'lw
Number of Service Connections:

fopulation Served: {# of persons regularly served by the water system ) i)

(estimade

Non-residential population - Full-time Residents { 12 months / yr}
Or part time residents {6-11 months/ yr)

Name of person completing this card (print):

o N -
Title: S Phone: Q- - S’OU
Signature:_.
Questions: Please Call 1{800) 234 — 5677, ext. 771 - 4518
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Janice X, Brewer * 3 %

Covernor g Director
November 21, 2011

Conrdes Lakes Water Company -
‘Attn: Neil Folkman | B Lo
P.0O.Box219 Py
Tempe, AZ §528¢ S 5o dg ik

: S ¢ oy dom W
RE:  InspostionResiits @r Cordes Lakes Water Company S 3
Public Water System (FWS) AZ0413023 © by

ICE Database Inspection Identification Number 179862 C

CORDES LAKES WATER C

Dockek V

2:408 S7EE323953

§ OF
ENVIRONMENTAL QUALITY

1110 West Washington Street » Phoenix, Arizona 85007
(8021 771-2300 ® www.azdeq.gov

Dear Mr, Folkman:
The Water Quality-Utility Field Services Unit (WQUFSU) of the Arizona Department of

Environmental Quality (ADEQ) has enclosed an inspection report regarding the inspectien ;.

ARIZONA DEPARTMENT i’ -

FREIEN

PAGE 81

v

-A0BO

RE 19

Henry R, Uamwin

conducted at the above referenced facility on October 17, 2011. The inspection was coni\w

fo determine compliance with Arizons Revised Statute (A .R.S.) §49-351 et
Administrative Codes A.A.C. R18-4-101 et. seq and A.A.C. R18-5-101 et seq.

- Wo significant deficiencies were noted during the course of
~ resukt from this inspection.

1f you have any questions

contact

) ns reg g this letter, or if I can be of any assistnnde, please
me at (602)°771-478S or 1-800-234-5677.

Sincerely,

Environmental Engineering Specialist
Utility Field Services Unit

o0

Cordes Lakes Water Company, 20175 E. Stagecoach Rd Mayer, AZ 86333
eywursizeiBe L - ¢ e ye

Southern Regional Office
400 West Congress Street » Sulte 433 » Tucson, AZ 85701
(520) 628-6733

Printed on recycied paper

a7

seq, and Arizona

i

the inspection. No ADEQ action wifl -
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http://ww.azcJeJeq.gov
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Cordes Likes er Compmy DDC.KQ&‘ O - L P ¥
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| 'ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY . .

- WATER QUALITY DIVISION - COMPLIANCE SECTION R
, UTILITY FIELD SERVICES UNIT ,
INSPECTION REPORT-DRINKING WATER C
INSPECTION REPORT R
Facility: Cordes Lakes Water Company System # 13-023 o
Inspected By: Steve Camp Date: October 17, 2011 R B
‘| Accompanied By: Dom{ Ross, Dick Ross County: Yavapai RN O
dagions By: Bteve Camp | Report Date: November 21,2011 . o o1 i &
*‘%uﬁaber of Plants: 4 Wells: 4 i A
| Population: 3000 ‘ __| Service Connections: 1450

. The systemn is in compliance with the followng ADEQ requirements:

‘ YES [NO |N/A | UNKNOWN |
1. |A cemﬁbd ozzlratﬁlr lSWOYOd by the owner per X ' N
. Q Egg ionk i
2. | The system meeu' AlﬁQ momtonng and reportmg X i
' requiremsents. ik
. | 3. | This system meetd AIEQ requirements for operation X | ’
' : | and maintenance of the physical facilities. ' |
 This was an inspedtion to détersiine compliance with Arizona Administrative Code (A.G.Co}y - ... -
"R18-4-101 et seq.

This is a community water system and serves a subdivision in Cordes Junction. The system o ,
consists of four wells, six booster stations, and four active storage tanks. PPN I

Insnector Comments;

Donald Ross, operstor of the Cordes Lakes Water Company, was furnished with a copy of tlw
- Nofice of Inspection Rights form, which he reviewed and signed prior to the inspection.

This system serves a subdivision in Cordes Lakes with 1450 service connections. There are four
active wells and one inactive well.
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CordﬁLakesWatchmnpmy ' DoM’Um&O@’O

November 21, 2011

.‘ Page 3o0f8 . N .
" Well #1 (55-609346) has a dry pellet chlorinator installed on the well head. Chlorinating pelists
used in the system meet the National Sanitation Foundation (NSF) standard 60 for materials that
come into comtact with.drinking water systems, Treated water fills a 45,000 gallon storage tank
and is pressurized into the distribution system with two pressure tanks and a hydmpneumatw
tank and enters as entry point to the distribution system #001 (EPDS001).

Well #2 (55-518196) has a similar pellet drop system and fills a 30,000 gallon storage tank and is
pmmnzedmtoﬂas}mmthht\wpumpsandahydropneumanctankandentersthc A
distribution system as EPDS002.

‘. A2
Well #4 (55-609347) has the same type chlorinator. This well fills a 45,000 gallon storage tak. .
Water is presgurizad with two pumps and a hydropneumatic tank and enters the distribution atc .
at EPDS004, “The welt sumdber Posted for the well was $5-60347. This'is not the full WJ
number. The entire well number should be posted. pi e

Well #5 (55-565855) has a pellet drop chlorinator. This well fills a 100,000 gallon storage tagk. -
A booster thh two pumys and 2 hydropneumatic tank enter the distribution system as EPDSOOS

Well #3 (55-609234) mabmdoned and was physncally disconnected from the system. There is A :
tank at the site that Cordes Lakes is planning on moving to the ng Mountam booster site. - .

. Two additional booster station are in the distribution system to boost pressure. The King .

Mountain and the Antelope booster stations have two pumps and a hydropneumatic tank. As
stated above, Cordes Lakes is planning on moving the storage tank at the abandoned well site
003 to the King Mountain site for additional storage.
Menitoring and R i

4 o,

This system patticipates in the Monitoring Assistance Program (MAP). Therefore, the system is
only required to obtainistribution system samples, and any increased monitoring parammeto
identified threugh MAP sampling. The MAP program samples for regulated volatile or;emc

chemicals (VOCs), regulatag synthetic organic chemicals (8OCs), and regulated inorganic.
chemicals (IOCs). Becsuse of the efficiency and the cost-effectiveness of the prrogram, #was

expanded in recent years to include asbestos, radionuclides, nitrite, nitrate, and nickel. R

* The following is a sumumary of the status of the sampling requirements of Cordes Lakes Watgr
Company:
Total Coliform

‘Cordes Lakes has a population of 3,000 and is required to obtain two total coliform sample per
month. Cordes Lakes is currently taking three total coliform samples. No deficiencies were

4 noted in the monthly total coliform monitoring and reporting. Total coliform reports have been
‘ submitted to ADEQ in a timely fashion. '
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Cordes Lakes Water Company - O— ,QVO : .
Page 40f8 _ v ¢

Lead and Copper - - : S ia'

Cordes Iakes isora tdtnmll cycle and is current on lead and copper sampling. The fwﬂxtyu
in compliance with‘lead’ and'copper sampling. ( | ‘ £

Dilhfcction By l‘rodm (bBPs)
No deficiencies were neted in thc disinfection by product monitoring and reportmg
Masximum Residual Disinhction Levels (MRDLS)

,Comshdmkmdm%mheadmgseachmonth TheMRDLreadmpm e

at the time and place the tota] ooliform samples are obtained. No deficiencies were notodm ﬂic
reporting of the monthly MRDL reading. : T

Consumer Cuﬁdanw Rsport
Cordes Lakes is current w1th distributing Consumer Confidence reports annually, dctmhng tbn

water quality for the previous calendar year. Therefore, no deficiencies were noted in the amual
ConsumerCmﬁdemeupMﬁhng ‘ g

1. Monitering and Reporting Requirements. | ‘
o Cordes Lakes is not missing any monitoring or reporting data.
2. Opcrltor Cerliﬁeaﬂon Requirements.

o Thisise gmlc 2 walter treatment and grade 2 water distribution system. Donald Rma ;
is the operator and helds a grade 4 water distribution and grade 3 water treatment .. ..
aé!ﬁﬁﬂﬁioﬂ“‘ M Rws’s certifications expm: onJuly 31,2014, . . - & w4 A
3. Operadom&. Malnhnuee (O&M) Requirements, o

» Post the entlre well nimber for well # 4. L e
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CORDES LAKES WATER CQO.

P O BOX 1207
EL CAJON CA 92022-1207

Service: (928) 632-5445

oDk V2O

AMOUNTPAID o
| BILLNG DATE | ._,Agggy_rmw@éﬁ"}
07/23/12 .. B
DUE DATE " AMGUNT DUE |
Upon_Receipt] rr ($4.49) |

PLEASE MAKE ADDRESS CORRECTIONS BELOW

T
LT e A BT TR "“" “ |m |“ lI l lm nl ‘
42104
DETACH AND MAIL ABOVE PORTION WITH PAYMENT. KEEP BOTTOM PORTION FOR YOUR RECORDS.
Meter Readings Readings Dates
Description Previous Present Usage Read Code Previous Present
Gatlons 108270 108680 410 Final Reading 6/26/2012 7/20/2012
Previous Balance $41.80
Unapplied Deposit ($60.00)
Water Charge $312.15
Superfund Tax $0.00
Sales Tax $0.94
Late Fee $0.62
CREDIT BALANCE - DO NOT PAY
Last Payment Date 05/08/12 Total Due ($4.49)
This bill is du}: and payable wpcn rendercd. Auy arnount not received jo L5 days will be Lot# 0517
cogsidered delinquent and subject to the company's termination proceduge. CUSTOVER ﬁ
S
SERVICE ADDRESS —7
e Y j
ACCOUNT NUMBER BILLING DATE |
- sz |
Consuniption S —J
3,450 METER NUMBER | DUE DATE i
2,875 @ 123275 Upon Recept —}
2,300 S
1,725 RIS : [ BILLING PERIOD ]
1,150 BRR R R | fom 063012 © 073112 - 31bas |
575 = : BT
0 ™M ] Taly CORDES LAKES WATER CO.
ay une Ju
[ ] Bstimated B Actual P O BOX 1207

EL CAJON CA 92022-1207
Service: (928) 632-5445



CORDES LAKES WATER COMPANY
DOCKET U-2060

SCHEDULES




CORDES LAKES WATER COMPANY --U-2060
NOTES TO SCHEDULES

Rental Expense: The Company maintains three offices. One office is located at Cordes
Junction. This office is open for service for four hours per day. There is a one office
person and three operators that work out of the Cordes Junction Office. This office is
rented. A second office is located in El Cajon, California. This office handles all of the
billing, mail collection, and has the computer server. A post office box is maintained at
the El Cajon Office. All of the books and records for the company are kept in Tempe,
Arizona, where the company maintains the third office. The meter reading computers
are maintained in Tempe. Because of the shortage of funds, some of the rents have not
been paid.

Billing Service: This fee is paid to the office in El Cajon to avoid maintaining a payroll
in California. This arrangement avoids the higher cost for Medical insurance and 401K
plan Expenses. The amounts are for a supervisor and one part time office person who
do the mailing, folding, and checking deposits.

Payroll & Payroll Taxes: Several of the employees and officers are paid by more than
one entity. To save money on payroll services and taxes the payroll account for the
Cordes Lakes Water Company is charged or credited as required to allow the
companies to write only a single paycheck. Cordes water’s senior operator works 90%
outside of Cordes but is paid by the Company. By outside marital agreement, the
salary for Neil Folkman is paid to Laurie Folkman. Cordes is rebated $15,500 per
month. in turn, Cordes reimburses other companies for service, because of the
revenue shortage. Some of the payments from the company have not been made.

Meter size and Revenue: The information in the schedules present fees for 1-in
meters, but the company only has 7 active 1-in meters and no active meters larger than
1-in. The company installs only a % in short length meter, and does not install 5/8 x %
meters. The company keeps separate billing records for commercial accounts, but
charges only the residential rate. We have not proposed a commercial rate as we
have, with, only one exception, very small commercial customers.




CORDES LAKES WATER COMPANY -~U-2060
SCHEDULE A-1 COMPUTATION OF INCREASE IN GROSS REVENUE
REQUIREMENTS

ADJUSTED RATE BASE $496,789

ADJUSTED OPERATING INCOME ($17,373)

CURRENT RATE OF RETURN 0%

REQUIRED OPERATING INCOME $20,000 + $30,000 FOR LEAK REPAIR
OPERATING INCOME DEFICIENCY  $68,000

INCREASE IN GROSS REVENUE $48,000 TO INCLUDE $10 TO LEAK REPAIR
REQUIREMENTS
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CORDES LAKES WATER COMPANY — U-2060
SCHEDULE A-4 -- CONSTRUCTION EXPENDITURES AND GROSS
UTILITY PLANT IN SERVICE

YEAR CONSTRUCTION GROSS
EXPENDITURES PLANT IN
SERVICE
2009 $3,523 $595,790
2010 $1,165 $596,655
TEST YEAR $4,949 $601,604
2012 $10,000 $616,604
2013 $43,000 ' $659,604
2014 $40,000 $699,604



CORDES LAKES WATER COMPANY- U-2060

SCHEDULE B-1 - SUMMARY OF ORIGINAL COST RATE BASE

GROSS UTILITY PLANT IN SERVICE
LESS ACCUMULATED DEPRECIATION
NET UTILITY PLANT IN SERVICE
PLUS: ALLOWANCE FOR WORKING CAPITAL
LESS: SERVICE DEPOSITS
LESS: METER ADVANCES
NET

TOTAL ORIGINAL COST RATE BASE

$601,634
$139,712
$461,922
$74,147
$18,170
$21,110
$34,867

$496,789



CORbES LAKES WATER COMPANY - U-2060
SCHEDULE B-2 & B-3 - PROFORMA ADJUSTMENTS

NO PROFORMA ADJUSTMENTS ARE BEING PRESENTED




CORDES LAKES WATER COMPANY - U-2060
SCHEDULE B-4

THE COMPANY WILL NOT PRODUCE ANY RECONSTRUCTION COST DATA




CORDES LAKES WATER COMPANY — U-2060
SCHEDULE B-5 ALLOWANCE FOR WORKING CAPITAL

1724 ELECTRIC $1,322

1/08 OPERATING & MAINTENANCE $72,825
WORKING CAPITAL $74,147

O & M CALCULATED USING TOTAL EXPENSES (C-1)
LESS DEPRECIATION AND ELECTRIC



CORbES LAKES WATER COMPANY - U-2060
SCHEDULE C-1 AND C-2

THERE ARE NO ADJUSTMENTS BEING PRESENTED IN THESE SCHEDULES.




CORL:)ES LAKES WATER COMPANY - U-2060
SCHEDULE C-3 ADJUSTMENTS AS TO TAXES

IT IS EXPECTED THAT ONLY THE STATE MINIMUM $45.00 WILL BE PAID IN THE NEXT
FIVE YEARS.



CORDES LAKES WATER COMPANY — U-2060
SCHEDUEL D-1 COST OF CAPITAL

ITEM END OF TEST YEAR
AMT RATE
LONG TERM DEBT 0

SERVICE DEPOSIT $18,170 6%

END OF PROJECTED YEAR

AMT RATE

$50,000 0

$20,000 6%



ASSETS
LAND
PUMP HOUSE & FENCES
WELLS
PUMPS
TANKS
WATER MAINS
METERS
VEHICLES
EQUIPMENT
OFFICE
ASSETS

ACCUMULATED DEPRECIATION

LIABILITIES
CUSTOMER DEPOSIT
. METER ADVANCES
401K PAYABLE
TOTAL LIABILITIES

DEFERRED CREDIT
CAPITAL

STOCK
RETAINED EARNINGS

CORDES LAKES WATER COMPANY - U-2060
SCHEDULE -- E-1 COMPARATIVE BALANCE SHEET

PRIOR PERIOD 2009

35,665
6,657
167,348
26,558
141,632
15,099
69,677
69,048
59,315
4,490
595,490

135,024

16,980
25,853
18,902
61,735

51,589

50,000
595,520

35,665
6,657
167,348
26,558
141,632
15,099
70,842
69,049
59,315
4,490
596,655

171,566

17,360
23,726
21,164
62,250

47,403

50,000
596,685

PRIOR PERIOD 2010  TEST YEAR 2011

35,665
6,657
167,348
26,558
141,632
15,099
70,842
71,461
59,315
7,027
601,604

139,712

18,170
21,110
26,487
65,767

43,219

501000
601,634



CORDES LAKES WATER COMPANY - U-2060

SCHEDULE -- E-2 COMPARATIVE INCOME STATEMENT

SALES

RECEIVED FOR CONTRACT LABOR

TOTAL INCOME

DEPRECIATION
INCOME TAXES
PROPERTY TAXES
SALES TAX
PAYROLL TAXES
PAYROLL
CONTRACT LABOR PAID
EMPLOYEE BENEFITS
PURCHASED POWER
REPAIR & MAINT
SUPPLIES
ACCOUNTING
BILLING SERVICES
COMPUTER PROGRAMMING
LEGAL
WATER TESTING
RENTS
TRANSPORTATION EXP
MEDICAL INSURANCE
LIABILITY INSURANCE
PERMITS
TRAVEL
UTILITIES EXCEPT ELECTRIC
BANK CHARGES
PAYROLL SERVICE
TOTAL EXPENSES
OPERATING INCOME

CONTRIB IN AID W/O

PRIOR YEAR PRIOR YEAR PRIOR YEAR

ENDING

ENDING

ENDING

12/31/2009 12/31/2010 12/31/2011

468,210
178,898
647,108

36,446
0
15,763
31,542
31,080
323,380
13,597
20,902
30,697
111,116
16,118
3,550
23,752
756

0
10,604
32,960
8,594
41,088
7,834
1,000

0

2,200
1,927
1,721
630,181
16,927

4,185

447,015
182,936
625,951

35,443
45
9,137
29,165
86,724
270,046
18,095
21,164
29,365
17,221
14,992
3,650
24,031
2,161
0
7,111
31,225
9,821
39,764
17,859
1,000
0
3,071
1,406
1,568
638,621
-8,670

4,185

436,451
167,692
604,143

37,195
45
18,187
32,458
175
309,095
10,312
29,422
31,723
12,650
14,491
3,660
24,118
3,511

0

1,806
28,150
8,995
33,033
14,936
2,000

0

3,391
1,304
859
621,516
-17,373

4,185



CORDES LAKES WATER COMPANY -- U-2060
SCHEDULE E-5 DETAIL OF UTILITY PLANT

DESCRIPTION

STRUCTURES
WELLS
PUMPS
TANKS
WATERLINES
METERS
EQUIPMENT
. TRUCKS
OFFICE

LAND

TOTAL PLANT

ACCUM DEPR

NET PLANT

END OF TEST NET ADDITIONS

YEAR 2011
$ 6,657
$ 167,348
$ 26,558
$ 141,632
$ 15,099
$ 70,842
$ 59315
$ 71,461
$ 7,027
$ 35,665
$ 601,604
$ 139,712
S 461,892

YEAR 2011
$ 2,412
$ 2,537
$ 4,949
$ 4,949

END OF
PRIOR YR 2010

N 6,657
$ 167,348
S 26,558
$ 141,632
S 15,099
S 70,842
$ 59,315
S 69,049
S 4,490
S 35,655
$ 596,655
S 171,566
S 425,089



* CORDES LAKES WATER COMPANY -- U-2060
SCHEDULE -- E-7 OPERATING STATISTICS

RESIDENTIAL CUSTOMER NUMBERS

RESIDENTIAL CUSTOMER USAGE
MILLIONS GALLONS

AVERAGE ANNUAL GALLONS
RESIDENTIAL CUSTOMER

AVERAGE ANNUAL REVENUE
RESIDENTAL CUSTOMER

ELECTRIC COST $ PER 1000 GALLONS

2011 2010 2009
1,317 1,300 1,318

65,406 64,025 74,682

49,170 49,250 56,630

$331 $343 $343

$0.48 $0.46 $0.40




CORDES LAKES WATER COMPANY --U-2060
SCHEDULE F-1 -- PROJECTED INCOME STATEMENT

SALES
RECEIVED FOR CONT LABOR
TOTAL INCOME

DEPRECIATION

INCOME TAX

PROPERTY TAX

SALES TAX

PAYROLL TAX

PAYROLL

CONTRACT LABOR PAID

EMPLOYEE BENEFITS

PURCHASED POWER

REPAIR & MAINT

SUPPLIES

ACCOUNTING

BILLING SERVICE

COMPUTER PROGRAM

LEGAL AND RATE CASE

WATER TESTING

RENTS

TRANSPORTATION EXP

MEDICAL INSURANCE

LIABILITY INSURANCE

PERMITS

TRAVEL

UTILITIES EXCEPT ELECTRIC

BANK CHARGES

PAYROLL SERVICE
TOTAL EXPENSES

OPERATING INCOME

CONTRIB IN AID OF CONST

NET INCOME

TEST YEAR

ENDING

12/31/2011

v v nnn RV IR T2 BV, R Vo i Ve R ¥ 0 "L R Y2 I Vo SR VSt Vs R U A Ve B V2 8 W N Wn

W »n nn

W

436,451
167,692
604,143

37,195
45
18,187
32,458
175
309,095
10,312
29,422
31,723
12,650
14,491
3,660
24,118
3,511
1,806
28,150
8,995
33,033
14,936
2,000
3,391
1,304
859
621,516

(17,373)
4,185

(13,188)

PROJECTED
YEAR
12/31/2012

PRESENT RATE

W N

E LR IR IRV SRV, SR VRV, RV, VR Vs SRV IR IV IRV, S Vo e Ve S ¥ Ve B "L IR 7, S VN V4 R Vo Y S ¥ 8

$
$
$

450,000
168,000
618,000

42,000
45
18,500
33,000
175
309,000
12,000
32,000
33,000
12,000
14,600
3,700
25,000
1,000
5,000
2,000
33,000
9,000
35,000
15,000
2,500
500
3,200
1,500
900
643,620

(25,620)
4,185

(21,435)

PROJECTED
YEAR
12/31/2012
PROPOSED RATE

S 527,000
168,000
695,000

v AN

42,000
45
18,500
39,500
175
309,000
12,000
32,000
33,000
35,000
15,000
3,700
25,000
1,000
5,000
2,000
33,000
9,000
35,000
15,000
2,500
500
3,200
1,500
900
673,520

LV T SRV SRV, SRV, W 7, SR Vo VoSN VN VoV, NV, R 7 R VR ¥ SV SR YA IR "2 AR P, SV, N V) B ¥ N Ve ARV IR V2 AR V8

S 21,480
S 4,185

S 25,665



" CORDES LAKES WATER COMPANY -- U-2060
.SCHEDULE F-3 - PROJECTED CONSTRUCTION
TESTYEAR  YEAR YEAR YEAR
ENDING  ENDING  ENDING
12/31/2012 12/31/2013 12/31/2014

LAND

PUMP HOUSES & FENCES

WELLS

PUMPS $ 5000 $ 3,000

TANKS

MAINS $ 30,000 $ 30,000

METER & SERVICES $ 10,000 $ 10,000 $ 10,000
’VEHICLES $ 2537 $ 2,000

THE $30,000 SHOW FOR 2013 & 2014 IS DESIGNATED FOR LEAK DETECTION AND REPAIR.
THE $10,000 SHOWN FOR 2013 & 2014 IS DESIGNATED FOR METER LOSS PREVENTION.




CORDES LAKES WATER COMPANY -- U-2060

SCHEDULE F-4 ASSUMPTIONS USED IN PROJECTIONS

B WN -

CUSTOMER GROWTH
INFLATION

ELECTRIC INCREASE
CONSTRUCTION EXPENDITURE

CAPITAL CHANGES

5 PER YEAR
0.50%
2.50%

$30,000 FOR TWO YEARS FOR LEAK
DETECTION AND REPAIR

$10,000 FOR THREE YEARS FOR METER
TESTING AND REPLACEMENT

LOAN TO COVER LEAK DETECTION AND
REPAIRS. ALL LOANS AT PRIME RATE.



-

CORDES LAKES WATER COMPANY --U-2060
SCHEDULE H-1 -- SUMMARY OF REVENUE PRESENT
AND PROPOSED RATES

CUSTOMER CLASSIFICATION

ALL CLASSES PRESENT  PROPOSED %
RATE RATE INCREASE
ESTABLISHMENT CHARGE $25.00 $30.00 20
ESTABLISHMENT CHG-AFTER HOURS $35.00 $40.00 14
RECONNECT CHARGE $15.00 $20.00 33
RECONNECT CHARGE - AFTER HOURS $25.00 $30.00 20
NSF CHARGE $12.50 $15.00 20
METER REREAD - NO CHARGE IF CORRECT $10.00 $12.00 20
METER TEST - NO CHARGE IF CORRECT $25.00 $25.00 0
DEFERRED PAYMENT (PER MONTH) 1.50% 1.50% 0
DEPOSIT AMOUNT * * 0
DEPOSIT INTEREST * * 0
RE-ESTABLISHMENT (WITHIN 12 MONTHS) *x ** 0
LATE CHARGE (PER MONTH) 1.50% 2.00% 33
ROAD CUTTING OR BORING CosT cosT 0

. "PER COMMISSION RULE A.A.C. R14-2-403B
**NUMBER OF MONTHS OFF SYSTEM TIMES MONTHLY MINIMUM
PER COMMISSION RULE A.A.C. R14-2-403D

SERVICE LINE AND METER INSTALLATION CHARGES (REFUNDABLE)

SERV LINE METER TOTAL
3/4 - IN METER $ 355.00 $ 16500 $ 520.00
1-IN METER $ 40500 $ 205.00 $ 610.00
1-1/2 IN METER $ 44000 $ 41500 $ 855.00
2-IN METER $ 600.00 $ 91500 $1,515.00
3-IN METER $ 77500 $1,420.00 $2,195.00
4-IN METER $1,110.00 $2,250.00 $ 3,360.00
6-IN METER $1,670.00 $4,44500 $6,115.00



° CORDES LAKES WATER COMPANY -- U-2060
SCHEDULE H-3 CHANGES IN RESPRESENTATIVE RATE SCHEDULE

BLOCK  PRESENT  PRESENT PRESENT PRESENT

BASE EXCESS EXCESS EXCESS
RATE 1 =3000 3=8000 8000 =ABOVE
0 $11.00 $2.80 $4.30 $5.00
3000 $19.40
8000 $40.90
20000+ $100.90

PROPOSED PROPOSED PROPOSED PROPOSED

BASE EXCESS EXCESS EXCESS
RATE 1 = 3000 3=8000 8000 = ABOVE
GALLONS GALLONS  GALLONS
0 $13.50 $3.30 $5.25 $6.00
3000 $23.10
. 8000 $49.35
20000+ $121.35




CORDES LAKES WATER COMPANY -- U-2060

SCHEDULE H-4 TYPICAL BILL ANALYSIS

USAGE

0
1000
2000
3000
4000
5000
6000
7000
8000
9000

10000
11000
12000
13000
14000
15000
16000
17000
18000
19000
20000
25000
30000
35000
40000
50000
60000
80000
100000

PRESENT
RATE

L R IR R R IRV IR R Y R VA SR Vo B VSV S Vo RV, SV Vi Ve SR ¥ RV IR 2R T R Vo R Vo B Vo AR V) S Vo RV 2R "L Vo

11.00
13.80
16.60
19.40
23.70
28.00
32.30
36.60
40.90
45.90
50.90
55.90
60.90
65.90
70.90
75.90
80.90
85.90
90.90
95.90
100.90
125.90
150.90
175.90
200.90
250.90
300.90
400.90
500.90

PROPOSED

RATE

wuwmuunrnrunurvuvooumomunmroenannnnuounuenonooneannnnd e, nneo ;e n

13.50
16.80
20.10
23.40
28.65
33.90
39.15
44.40
49.65
55.65
61.65
67.65
73.65
79.65
85.65
91.65
97.65
103.65
109.65
115.65
121.65
151.65
181.65
211.65
241,65
301.65
361.65
481.65
601.65

INCREASE

LY SR, Y, SRV SR ST SV U V. MR Vo Vo A VSR VR VR ¥ SRV RV B O RV, AR Ve R "2 R T R Vo R Vo B Ve V) SRV B A %2 4

2.50
3.00
3.50
4.00
4.95
5.90
6.85
7.80
8.75
9.75
10.75
11.75
12.75
13.75
14.75
15.75
16.75
17.75
18.75
19.75
20.75
25.75
30.75

35.75

40.75
50.75
60.75
80.75
100.75

%

22.7%
21.7%
21.1%
20.6%
20.9%
21.1%
21.2%
21.3%
21.4%
21.2%
21.1%
21.0%
20.9%
20.9%
20.8%
20.8%
20.7%
20.7%
20.6%
20.6%
20.6%
20.5%
20.4%
20.3%
20.3%
20.2%
20.2%
20.1%
20.1%




BLOCK
USAGE
0
0-1000
1000-2000
2000-3000
3000-4000
4000-5000
5000-6000
6000-7000
7000-8000
8000-9000
9000-10000
10000-11000
11000-12000
12000-13000
13000-14000
14000-15000
15000-16000
16000-17000
17000-18000
18000-19000
19000-20000
20000-25000
25000-30000
30000-35000
35000-40000
40000-50000
50000-75000

75000-100000

100+

BILL

COUNT
986
2,086
2,316
2,211
2,012
1,559
1,161
793
563
407
296
254
158
143
S0
92
67
54
42
42
32
112
34
20
13
9
7
14
1

CUMULATIVE
NO

986
3,072
5,388
7,599
9,611
11,170
12,331
13,124
13,687
14,094
14,390
14,644
14,802
14,945
15,035
15,127
15,194
15,248
15,290
15,332
15,364
15,476
15,510
15,530
15,543
15,552
15,559
15,573
15,574

CORDES LAKES WATER COMPANY -- U-2060
SCHEDULE H-5 BILL COUNT

BILLS
%TOTAL
6.3%
19.7%
34.6%
48.8%
61.7%
71.7%
79.2%
84.3%
87.9%
90.5%
92.4%
94.3%
95.0%
96.0%
96.5%
97.1%
97.6%
97.9%
98.2%
98.4%
98.7%
99.4%
99.6%
99.7%
99.8%
99.9%
99.9%
100.0%
100.0%

CUMULATIVE
AMOUNT
0

1,043

4,517
10,044
17,086
24,101
30,486
35,641
39,863
43,322
46,134
48,801
50,618
52,394
53,609
54,943
55,981
56,872
57,607
58,384
59,008
61,528
62,463
63,113
63,600
64,005
64,038
65,263
65,363

CONSUMPTION
% TOTAL
0.0%
1.6%
6.9%
15.4%
26.1%
36.9%
46.6%
54.5%
61.0%
66.3%
70.6%
74.7%
77.4%
80.2%
82.0%
84.1%
85.6%
87.0%
88.1%
89.3%
90.3%
94.1%
95.6%
96.6%
97.3%
97.9%
98.0%
99.8%
100.0%



CORDES LAKES WATER COMPANY
DOCKET U-2060

WATER COMPANY PLANT DESCRIPTION




Dk D-2000

CORDES LAKES WATER COMPANY SYSTEM ASSETS B
! |

SYSTEM NUMBER 7 13-023 | A,, T

DWR#  55-609346

POE # 1 T T T

MAP LOCATION )

PID # L I R

LOT # T em I IS R R

ADDRESS | |20452EANTELOPE | |

STORAGE TANK 2 @45000 GAL STEEL |

PRESS. TANK 1@ 2000 GAL STEEL i

METER SIZE 3-INCH T

WELL SIZE 6-INCH )

WELL DEPTH 404 FEET T

WELL CASING 14-INCH B

CASING DEPTH UNKNOWN ]

STATIC LEVEL 95-FEET ,,

DRAW DOWN 179-FEET T

PUMP CAPACITY | 65GPM B

PUMPS WELL

1@7-12HP

IBOOSTERPUMPS | 2@ 7-12 HP ] f

AIR COMPRESSOR | 1@ 1/3HP_ B ]
POWER | [230VOLTS N
ROTO PHASE NONE il I
PUMP HOUSE 48 X 8 WOOD ]

ElRE HYDRANI S

2-1/2 IN JONES HD

[FENCING

374-FT CHAIN LINK




Voexak V-30L0

POE #

2

CORDES LAKES WATER COMPANY _|SYSTEM ASSETS

; o | 711/2012
SYSTEM NUMBER . 13-023 N - ]
DWR # 55-518196 |

MAP LOCATION

PID# | | 500-32-486 _ I E—
LOT # 2988 | |
ADDRESS | 15646 SBLACKMT |

STORAGE TANK | T@30000GAL |

PRESS. TANK | |1@ 5,000 GAL S I
METERSIZE | 3-INCH §

WELL SIZE _8&INCH
WELLDEPTH | |380-FEET | I
WELL CASING R I T
CASING DEPTH 380-FEET |
STATIC LEVEL 89- FEET B
DRAW DOWN UNKNOWN R
[PUMP CAPACITY 95 GPM 1

1
PUMPS WELL | 1@7-12HP ]
BOOSTERPUMPS | 2@ 7-12HP i B
AIRCOMPRESSOR | 1@ 1/3HP o ]
[POWER 1230 VOLT SINGLE N e
ROTO PHASE NONE i} o
PUMP HOUSE 8 X 8 BLOCK o i
FIREHYDRANT _ | |1STANDARD | o

FENCING

178-FT CHAIN LINK




Vo V2000

CORDES LAKES WATER COMPANY i ~ |SYSTEM ASSETS]|
| | 7112012 i
[SYSTEM NUMBER 13-023 T
DWR#  55-600234 NOT IN USE
POE # ] ] 3 - )
MAP LOCATION ) B B o
PID# . o ) N
LOT# , , 844 O
IADDRESS | |16410 EANTELOPE | . -
STORAGE TANK 1@ 16,000 GAL STEEL
PRESS. TANK | 11 @ 3,000 GAL STEEL | )
METER SIZW | [3-INCH ]
WELL SIZE . 6-INCH B - )
WELL DEPTH 555 FEET IR
WELL CASING 6-INCH - B
[CASING DEPTH | 343 FEET -
STATIC LEVEL 56 FEET L
'DRAW DOWN 500 FEET B
PUMP CAPACITY | [12GPM |

i H
PUMPS WELL 1@z2HpP T
BOOSTER PUMPS 2@5HP B ]
AIR COMPRESSOR | |1 @ 1.3 HP o T
POWER 230 VSINGLE B
ROTOPHASE | INONE ] ]
PUMP HOUSE 10 X 12 WOOD N I
FIRE HYDRANT ~ INONE B R
[FENCING 104 FT CHAIN LINK ] ;




kX ©-20L0

STORAGE TANK |

1@ 30,000 GAL

CORDES LAKES WATER COMPANY 'SYSTEM ASSETS
|
SYSTEM NUMBER 13-023 ] |
DWR# 55-609347 i
POE # 4 - ] N
[MAP LOCATION | B ]
PID # o
LOT# o 2378
ADDRESS 20534 E NAVAJO )

PRESS. TANK 1 @ 5,000 GAL ,,

IMETER SIzZW |3-INCH

WELL SIZE ~ [12-INCH ) i N
WELL DEPTH 500 FEET )
WELL CASING | ~|12-INCH |
CASING DEPTH | |500 FEET B

STATIC LEVEL |64 FEET )

DRAWDOWN 115 FEET ]

PUMP CAPACITY | |94 GPM i
PUMPS WELL 1@T712HP N
BOOSTERPUMPS | 2@ 10HP

AIR COMPRESSOR | 1@ 1.3HP i ]
POWER | [230V SINGLE _

ROTO PHASE _'YES ) ]
PUMP HOUSE 12X 12 BLOCK | |
N A |

FIRE HYDRANT 2-1/2JONESHEAD | | B
FENCING 1304 FT CHAIN LINK WITH SLATS B




Docket V-2060

SYSTEM NUMBER |

DWR #

(CORDES LAKES WA_TER COMPANY

|
-

1 3023

~_/SYSTEM ASSETS

BOOSTERONLY

POE #

_N/A

MAP LOCATION

ANTELOPE-6

LotT# || TRACTA o
ADDRESS EANTELOPEDR )
|STORAGE TANK NONE - i

PRESS. TANK | 1@s50GAL |
METER SIZE INONE )

WELLSIZE ~ — NA T
WELL DEPTH _ NA - )

WELL CASING | | NA T R
CASING DEPTH _ ___NA o
STATIC LEVEL NA I i ]
DRAW DOWN 1  NA

PUMP CAPACITY | N/A )
T O o o
PUMPS WELL | INONE ) ,ﬁ -

BOOSTER PUMPS | 12 @ 5HP !

AIR COMPRESSOR | INONE ; o o
POWER . 230 VOLT SINGLE _| T o /i
ROTOPHASE | INONE 1
PUMPHOUSE | NONE ] |
FIREHYDRANT | NONE o I T

FENCING

50 FT CHIAN LINK




Docket V-20L0o

CORDES LAKES WATER COMPANY

SYSTEMASSETS

SYSTEM NUMBER 13023 B}
DWR # BOOSTER ONLY

POE # B  NA B
MAP LOCATION | KINGDR-7 - I
PID # % | | -
LOT # - 1545 |
ADDRESS | 'SKINGDR ]
ISTORAGE TANK | 'NONE o B ]
[PRESS. TANK | 1@500 GAL |
IMETER SIZE ~ INONE B L
WELL SIZE NA - o
WELL DEPTH. i NA_ - |
WELLCASING | | NA T
CASING DEPTH . NA L o

STATIC LEVEL | N/A o B
DRAW DOWN ! 'F NA B
PUMP CAPACITY | |~ N/A o i B
PUMPS WELL | INONE _ o N

BOOSTER PUMPS | |1 @ 5HP- 1@ 7- 1/2HP L )
AIR COMPRESSOR | 1@13HP ) |
[ A R e ] - . ,L N
POWER | 1230 VOLT SINGLE o i ]

ROTO PHASE NONE I S i}
PUMP HOUSE | NoNE o o
FIREHYDRANT | NONE |~ | ——
FENCING |52 FT CHAIN LINK ] ]




Docketr V-30w0

|CORDES LAKES WATER COMPANY SYSTEM ASSETS
o _ N o
SYSTEMNUMBER | | 13.023 - NOT IN USE

DWR # ~ BOOSTER ONLY |

POE # NA

IMAP LOCATION _MOON MTN-8 B
PD# .

LOT# 2116 | .
ADDRESS 19614 MOONMTN |

STORAGE TANK | |NONE ]

PRESS. TANK 3 @ 100 GAL

METER SIZE NONE

WELL SIZE N/A

WELL DEPTH N/A B

WELL CASING ] N/A )

CASING DEPTH N/A )

STATIC LEVEL N/A

'DRAW DOWN NA

PUMP CAPACITY “N/A

PUMPS WELL | |NONE o o
BOOSTER PUMPS | |1 @ 5HP-1@ 7-1/2HP| ]

AIR COMPRESSOR | |[NONE )

POWER 230VOLTSINGLE |

ROTO PHASE NONE B -
PUMP HOUSE | INONE

FIRE HYDRANT NONE ]

FENCING

68 FT CHAIN LINK




Theker V-26L0

CORDES LAKES WATER COMPANY _ |SYSTEMASSETS ==
SYSTEM NUMBER | 13-023 i | ]
DWR# ] 55-565855 - B
POE# 5 ,

- ,, [ _ —
MAP LOCATION [ B
PID# _ ] o
LoT# _, 405 ) _
ADDRESS 16410 IND BEND

STORAGE TANK

1@ 100,000 GAL

PRESS. TANK | |1 @ 5,000 GAL R i T
IMETER SIZW 3-INCH - |
WELL SIZE | [10-INCH B ] j
WELL DEPTH | /550 FEET ] ) B
WELL CASING 104INCH B )
CASING DEPTH | |343 FEET R B

STATIC LEVEL 190 FEET

DRAW DOWN | 187 FEET B
PUMP CAPACITY 165 FEET )
PUMPS WELL | 51 @10HP o
BOOSTER PUMPS | 2@ 7-1/2 HP

/AIR COMPRESSOR | 1 @ 1.3 HP I
POWER  |230 VSINGLE B

ROTO PHASE NONE ] o
PUMPHOUSE | |8X8WOOD - |
FIRE HYDRANT | INONE - - B

|

FENCING

444 FT CHAIN LINK WITH SLATS







ORIGINAL

CORDES LAKES WATER COMPANY
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CORDES LAKES WATER COMPANY

DOCKET NO W-02060A-12-0356

ADDITIONS REQUESTED BY CARMEN MADRID

ADDITIONS REQUESTED BY MARY RIMBACK
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CORDES LAKES WATER COMPANY --W-02060A-12-0356
SCHEDULE H-5 -1 BILL COUNT  3/4 METERS

BLOCK BILL CUMULATIVE BILLS CUMULATIVE CONSUMPTION

USAGE COUNT NO %TOTAL AMOUNT % TOTAL
0 986 986 6.3% 0 0.0%
0-1000 2,072 3,058 19.7% 3,048 1.6%
1000-2000 2,313 5371 34.7% 5,371 6.9%
2000-3000 2,203 7,574 48.9% 10,044 15.4%
3000-4000 1,999 9,573 61.8% 17,086 26.1%
4000-5000 1,548 11,121 71.8% 24,101 36.9%
5000-6000 1,155 12,276 79.2% 30,486 46.6%
6000-7000 788 13,064 84.3% 35,641 54.5%
7000-8000 560 13,624 87.9% 39,863 61.0%
8000-9000 406 14,030 90.5% 43,322 66.3%
9000-10000 296 14,326 92.4% 46,134 70.6%
10000-11000 254 14,580 94.1% 48,801 74.7%
11000-12000 158 14,738 95.1% 50,618 77.4%
12000-13000 143 14,881 96.0% 52,394 80.2%
13000-14000 90 14,971 96.6% 53,609 82.0%
14000-15000 92 15,063 97.2% 54,943 84.1%
15000-16000 67 15,130 97.6% 55,981 85.6%
16000-17000 54 15,184 98.0% 56,872 87.0%
17000-18000 42 15,226 98.2% 57,607 88.1%
18000-15000 42 15,268 98.5% 58,384 89.3%
19000-20000 32 15,300 98.7% 59,008 90.3%
20000-25000 112 15,412 99.4% 61,528 94.1%
25000-30000 34 15,446 99.7% 62,463 95.6%
30000-35000 20 15,466 99.8% 63,113 96.6%
35000-40000 13 15,479 99.9% 63,600 97.3%
40000-50000 9 15,448 99.9% 64,005 97.9%
50000-75000 6 15,494  100.0% 64,038 98.0%
75000-100000 5 15,499  100.0% 65,263 99.8%

TOTALS 15,499  100.0% 65,363 100.0%

AVERAGE CUSTOMERS 1,298
AVERAGE CONSUMPTION 3,100

MEDIAN CONSUMPTION 7,100



CORDES LAKES WATER COMPANY --W-02060A-12-0356

SCHEDULE H-5 -2 BILL COUNT

BLOCK
USAGE

0
0-1000
1000-2000
2000-3000
3000-4000
4000-5000
5000-6000
6000-7000
7000-8000
8000-9000

TOTALS

SCHEDULE H5-3

60000-65000
65000-70000
70000-75000
75000-80000
80000-85000
85000-90000
90000-95000

95000-100000

100000+

BILL
COUNT

BILL COUNT

13
13

13
11

Lo I - «

72

NN - BN

CUMULATIVE
NO

13
26
34
47
58
64
68
71
72

2-INCH METERS

1-INCH METERS

BILLS
%TOTAL

CUMULATIVE
AMOUNT

THERE IS ONE 1-1/2 METER WHICH WAS OFF FOR THE ENTIRE YEAR

CONSUMPTION
% TOTAL



CORDES LAKES WATER COMPANY -- W-02060A-12-0356
SCHEDULE H-4 TYPICAL BILL ANALYSIS

USAGE

0
1000
2000
3000
4000
5000
6000
7000
8000
9000

10000
11000
12000
13000
14000
15000
16000
17000
18000
19000
20000
25000
30000
35000
40000
50000
60000
80000
100000

PRESENT
RATE

PER DECISION

70170

RV IRV, SR VR VL VAR Vo B VLN Vo SR 7o 3 "2 0 V2 R Vs Sk ¥ SR Vo SR 7 R 7 N 7 S Vo SR V2 Vs SR VS Vo S Vo SR 7 0K Vo S 7 SR Vo SR 7 IRV Y

11.00
13.80
16.60
19.40
23.70
28.00
32.30
36.60
40.90
45.90
50.90
55.90
60.90
65.90
70.90
75.90
80.50
85.90
90.90
95.90
100.90
125.90
150.90
175.90
200.90
250.90
300.90
400.90
500.90

PROPOSED

RATE

“nmruwrrananmnmnonmanomonnnonnununoonnaedoeonnaeoononedon e, e, ,y:;D: D n

13.50
16.80
2010
23.40
28.65
33.90
39.15
44.40
49.65
55.65
61.65
67.65
73.65
79.65
85.65
91.65
97.65
103.65
109.65
115.65
121.65
151.65
181.65
211.65
241.65
301.65
361.65
481.65
601.65

INCREASE

RV R VARV R ARV SR ¥ A Y RV ARV SRV Y R Y RV "2 30V, S Vo AR Ve S VoS Ve S Vo SRV SRV IR 7, IR VoS VR VSR VR 7 R VY

2.50
3.00
3.50
4.00
4.95
5.90
6.85
7.80
8.75
9.75
10.75
11.75
12.75
13.75
14.75
15.75
16.75
17.75
18.75
19.75
20.75
25.75
30.75
35.75
40.75
50.75
60.75
80.75
100.75

%

22.7%
21.7%
21.1%
20.6%
20.9%
21.1%
21.2%
21.3%
21.4%
21.2%
21.1%
21.0%
20.9%
20.9%
20.8%
20.8%
20.7%
20.7%
20.6%
20.6%
20.6%
20.5%
20.4%
20.3%
20.3%
20.2%
20.2%
20.1%
20.1%




CORDES LAKES WATER COMPANY --W-02060A-12-0356
2011 SERVICE CHARGES COLLECTED

ESTAB RECONN  AFTER HRS RE-ESTAB

FEE FEE RECONNECT FEE
JAN $475 $135 $25 $0
FEB $825 $135 $25 $0
MAR $625 $75 $25 $0
APR $700 $45 $50 $0
MAY $675 $150 $25 $0
JUN $600 $90 $0 $0
JUL $500 $0 $0 $0
AUG $550 $75 $0 $15

SEP $550 $55 $0 $55
OoCT $550 $120 $0 $0
NOV $325 $15 $0 $0
DEC $450 $150 $0 $0

TOTALS $6,825 $1,045 $150 $70

TOTAL FEES $8,090
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CORDES LAKES WATER COMPANY

DOCKET NO W-02060A-12-0356

ADDITIONS REQUESTED BY MARY RIMBACK

ADDITIONS REQUESTED BY DEL SMITH

SUBMITTED SEPTEMBER 24, 2012



CORDES LAKES WATER COMPANY -DOCKET NO W-02060A-12-0356
PER REQUEST OF MARY RIMBACK
THE FOLLOWING IS PROVIDED

We have revised all Income statements to separate Water Sales from Miscellaneous
Revenue ltems. These statements are: A2 E2 F1

The Company uses a billing program to generate the Water Bills and Cash Receipts
and the Sales Tax Reports. A separate General Ledger program accounts for the
Checking Account and Profit and Loss. We have calculated net Water Sales for both
methods. By the General Ledger Method, we show net sales as $403,353. By the
Water Billing Program, we show net sales of $407,858. The difference is less than 1%.
We used $403,353.




CORDES LAKES WATER COMPANY -W-02060A-12-0356
SCHEDULE A-1 COMPUTATION OF INCREASE IN GROSS REVENUE
REQUIREMENTS

ADJUSTED RATE BASE $496,789
ADJUSTED OPERATING INCOME ($17,373)

CURRENT RATE OF RETURN 0%
REQUIRED OPERATING INCOME

WITHOUT SURCHARGE $37,000
REQUIRED RATE OF RETURN 8%

OPERATING INCOME DEFICIENCY  $68,000
INCREASE IN GROSS REVENUE $77,000

REQUIREMENTS TO COVER BOTH
SURCHARGES

AS INDICATED ABOVE THE COMPANY IS REQUESTING:
Income to Cover Loss $17,000
Income to Generate Profit $20,000
Water Loss Repair Surcharge  $30,000
Meter Replacement Surcharge  $10,000

Total $77,000



CORDES LAKES WATER COMPANY -- W-02060A-12-0356
SCHEDULE REVISED A-2 -- SUMMARY RESULTS OF OPERATIONS

GROSS REVENUE

MISC INCOME

PAYROLL ADJUSTMENT TO INCOME
TOTAL INCOME

DEDUCTIONS & EXPENSES

OPERATING INCOME

TEST YEAR

2011
2011

$403,353
$640

$167,692

$571,685

$589,058

($17,373)

PREVIOUS

YEAR

2010
$447,015
$182,936
$629,951
$638,621

($8,670)

PREVIOUS

YEAR
2009

PRESENT RATE

$468,210
$178,898
$647,108
$630,181

$16,927

PROJECTED

YEAR
2012

PRESENT RATE

$450,000
$168,000
$618,000
$643,620

($25,620)

PROJECTED
YEAR
2012
PROPOSED RATE
$527,000
$168,000
$695,000

$673,520

$21,480



CORDES LAKES WATER COMPANY W-02060A-12-0356
SCHEDULE A-2 (B)

SALES AS REPORTED ON ORIGINAL APPLICATION

SALES (BASED UPON COLLECTIONS) $  436,451.00
NON WATER COMPANY ADJUSTMENT $ 11,034.00
BAD CHECKS $ (2,707.00)
DEPOSIT ACCOUNT BALANCE $ 1,810.00
METER REFUND ACCT. BALANCE $ (2,616.00)
MISC ACCT ADJ (ESTAB,RECONNECT, ETC) $ (8,161.00)
SALES TAX COLLECTED $  (32,458.00)
NET WATER SALES $  403,353.00
TO VERIFY AMOUNTS WE PROVIDE
SALES (BASED UPON BILLING (SALES TAX) $  414,112.00
BAD DEBT $ (6,254.00)
NET WATER SALES $  407,858.00

THE ABOVE TABLE IS BASED UPON WATER RECEIPTS COLLECTED



CORDES LAKES WATER COMPANY - W-02060A-12-0356
SCHEDULE -- REVISED E-2 COMPARATIVE INCOME STATEMENT

PRIOR YEAR PRIOR YEAR PRIOR YEAR
ENDING ENDING ENDING
12/31/2009 12/31/2010 12/31/2011

SALES 468,210 447,015 403,353
MISC INCOME (NET) 640
RECEIVED FOR CONTRACT LABOR 178,898 182,936 167,692
TOTAL INCOME 647,108 629,951 571,685
DEPRECIATION 36,446 35,443 37,195
INCOME TAXES 0 45 45
PROPERTY TAXES 15,763 9,137 18,187
SALES TAX 31,542 29,165 -
PAYROLL TAXES 31,080 86,724 175
PAYROLL 323,380 270,046 309,095
CONTRACT LABOR PAID 13,597 18,095 10,312
EMPLOYEE BENEFITS 20,902 21,164 29,422
PURCHASED POWER 30,697 29,365 31,723
REPAIR & MAINT 11,116 17,221 12,650
SUPPLIES 16,118 14,992 14,491
ACCOUNTING 3,550 3,650 3,660
BILLING SERVICES 23,752 24,031 24,118
COMPUTER PROGRAMMING 756 2,161 3,511
LEGAL 0 0 0
WATER TESTING 10,604 7,111 1,806
RENTS 32,960 31,225 28,150
TRANSPORTATION EXP 8,594 9,821 8,995
MEDICAL INSURANCE 41,088 39,764 33,033
LIABILITY INSURANCE 7,834 17,859 14,936
PERMITS 1,000 1,000 2,000
TRAVEL 0 0 0
UTILITIES EXCEPT ELECTRIC 2,200 3,071 3,391
BANK CHARGES 1,927 1,406 1,304
PAYROLL SERVICE 1,721 1,568 859
TOTAL EXPENSES 630,181 638,621 589,058
OPERATING INCOME 16,927 -8,670 -17,373
CONTRIB IN AID W/O 4,185 4,185 4,185

NET INCOME -13,188



CORDES LAKES WATER COMPANY --W-02060A-12-0356
SCHEDULE REVISED F-1 -- PROJECTED INCOME STATEMENT

SALES

MISC INCOME (NET)

RECEIVED FOR CONT LABOR
TOTAL INCOME

DEPRECIATION

INCOME TAX

PROPERTY TAX

SALES TAX

PAYROLL TAX

PAYROLL

CONTRACT LABOR PAID

EMPLOYEE BENEFITS

PURCHASED POWER

REPAIR & MAINT

SUPPLIES

ACCOUNTING

BILLING SERVICE

COMPUTER PROGRAM

LEGAL AND RATE CASE

WATER TESTING

RENTS

TRANSPORTATION EXP

MEDICAL INSURANCE

LIABILITY INSURANCE

PERMITS

TRAVEL

UTILITIES EXCEPT ELECTRIC

BANK CHARGES

PAYROLL SERVICE
TOTAL EXPENSES

OPERATING INCOME
CONTRIB IN AID OF CONST

NET INCOME

TEST YEAR

ENDING

12/31/2011

v n uxpyn n

ViV N n W W n

v nwvnunmnn n

w

403,353

640
167,692
604,143

37,195
45
18,187
175
309,085
10,312
29,422
31,723
12,650
14,491
3,660
24,118
3,511
1,806
28,150
8,995
33,033
14,936
2,000
3,391
1,304
859
589,058

(17,373)
4,185

(13,188)

P

s

U N

L Y T TR 2 B RV ¥ A ¥ ¥ R Y R R VA IR Vo Vo Ve ¥ Y T SR T TR VA0 2 IR Y, U V25

PROJECTED
YEAR

12/31/2012

RESENT RATE

450,000

168,000
618,000

42,000
45
18,500
33,000
175
309,000
12,000
32,000
33,000
12,000
14,600
3,700
25,000
1,000
5,000
2,000
33,000
9,000
35,000
15,000
2,500
500
3,200
1,506
900
643,620

(25,620)
4,185

(21,435)

PROJECTED
YEAR
12/31/2012
PROPOSED RATE

S 527,000

W

168,000
695,000

N

42,000
45
18,500
39,500
175
309,000
12,000
32,000
33,000
35,000
15,000
3,700
25,000
1,000
5,000
2,000
33,000
9,000
35,000
15,000
2,500
500
3,200
1,500
900
673,520

R Y R Y R Y TR 2 0 A S AR VS ¥ S Y S Y T S ¥ A Y G NV Y R Ve S S R Y R V2 V2 72 3

in

21,480

W

4,185

S 25,665



CORDES LAKES WATER COMPANY - DOCKET NO W-02060A-12-0356
PER REQUEST OF DEL SMITH
THE FOLLOWING IS PROVIDED

Latest Map Invoice

Invoices for Water Testing and Statement showing 12 Monthly Coliform testing @78.75
and one chlorine residual test for $861.00

The Operators Certification for Donald Ross and credit card receipt for course.
Schematic of Water System including the number of services.

The Company has been plagued by leaks almost from the beginning of the System by
the developer, Queen Creek and cattle. The system at the time it was installed was
with Solvent Weld 4-inch and 6-inch pipe. Much of the pipe was Class 125 psi pipe.
This is a class that is no longer approved for Water System Use. In our experience, we
have found that most of our leaks are at solvent weld joints. The water tends to run
down underground to the soft sand in washes and never returns to ground level. We
have an estimate from American Leak Detection quoting $1250.00 per day for Detection
Service. ltis expected that leak repair itself could cost $500 to 1000 each. ltis
doubtful whether present staff could undertake the project.

The company estimates that the money required to adopt a meter replacement program
such as BMP4.2 would result in the testing or replacement of 30-35 Meters per year
over and above the normal replacement of meters.

Water testing for 2009 includes the Maps Testing fee of $3500 plus charges for Testing
Chlorine Residual and Lead and Copper. The $10,000 fee also includes extra
compliance testing. The $7000 Testing fee for 2010 includes the $3500 for Maps and a
reduced amount for compliance testing. The 2011 total does not include Maps fee
which was not due until April 2012. All tests are in compliance.

The company is proposing an increase of $18,000 to cover losses plus and increase of
$20,000 to cover a minimum profit. In addition, the Company is proposing a surcharge
of $30,000 for the first two years to cover leak repair and $10,000 for the first three
years to cover meter repair and replacement.

We have contacted ADWR concerning the deficient report. The reports will be filed by
September 28", 2012.



10:00 AM
09/10M12

Accrual Basis

CORDES LAKES WATER COMPANY

Transaction Detail By Account

January through December 2011

TOTAL

Total 546 - REGULATORY EXPENSE - HEALTH

Type Date Num Name
546 - REGULATORY EXPENSE - HEALTH
Bill 1712011 55021... TEST AMERICA
Bill 2117/2011 55024... TEST AMERICA
Bilf 31912011 556025... TEST AMERICA
Bili 4/8/2011 55027... TEST AMERICA
Bill 5/5/2011 55029... TEST AMERICA
Bill 6/10/2011 55031... TEST AMERICA
Bill 711212011 55033... TEST AMERICA
Bill 7113120114 55033... TEST AMERICA
Bill 8/16/2011 55036... TEST AMERICA
Bill 9/13/2011 55037... TEST AMERICA
Bili 10/11/2011 55039... TEST AMERICA
Bill 11/7/2011 55041... TEST AMERICA
Bill 12/12/2011 55043... TEST AMERICA

Memo

55021822
55024255
$6025589
55027660
55029408
55031684
55033492
55033559
55036022
55037742
55039704
55041299~
55043733 -

Cir

Spilit
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...
2000 - Accoun. ..
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...
2000 - Accoun...

_ Amount

78.75
78.75
78.75
78.75
78.75
78.75
7875
861.00
78.75
78.75
78.75
78.75
78.75

1,806.00

1,806.00

Page 1




TestAmerica

THE LEADER IN ENVIRONMENTAL TESTING

4625 Fast Cotton Center Blvd. Ste 189 Phocenix, AZ 85040 (602) 437-3340 F% 454-9303
A

Y

invoice To:
Cordes Lakes Water
Don Ross
P.O. Box 219
Tempe, AZ 85280

vl

1331

Client:

invoice Date: 07/13/11 Client Contact:

Don Ross

Lab Contact:
Suzanne Glass
suzanne.glassgtestamericainc.com

Project:
PO Number: NA

Cordes Lakes Water

INVOICE

Invoice Number: 55033559

Remit Payment To:
TestAmerica Laboratorics, Inc.
Dept 2314

P.0O. Box 122314

Datlas, TX 75312-2314

TestAmerica EIN: 23.2919996

For Billing Inquiries please contact: (602) 437-3340

N_Cordes Lakes & Berneil / [none]

Terms: Sce Below

Samples Received:  07/05/11 Samples Reported: 07/12/114

Workarder:  PUGO0145 Rush Rush Unit  Extended
Qty Analysis/Description Matrix TAT Charge Cost Cost
4 Haloacetic Acid (EPA 352) Drinking Water NA None $1235.00 $300.00

9 Purgeable Organic Compounds (EPA 524.2 - TTHMs) Drinking Water NA None $80.00 $320.00

Additional ltems

| Environmental Management Fee 5.00% $41.00
Invoice Total: $861.00

Any applicable rush charges are based on the actual turn-around-time met.

(&@k 3)

Prices shown include all applicable discounts. VestAmerica’s Standard Terms & Conditions (Net 30 Days) apply to all

work performed and invoiced unless superseded by a specific executed contract vehicle,

Invoree: 35033339
Page 1 of §



TestAmerica

THE LEADER IN ENVIRONMENTAL TESTING

INVOICE

4625 East Cotton Center Blvd. Ste 189 Phoenix, AZ 85040 (602) 437-3340 Fax:(602) 454-9303

Invoice Number: 55024255
Invoice To:
emit Payment To;
Cordes Lakes Water H TestAmerica Laboratories, Inc.
Don Ross Dept 2314
P.O. Box 219 P.O. Box 122314
Dallas, TX 75312-2314
Tempe, AZ 85280
TestAmerica EIN: 23-2919996
1331 For Billing Inquiries pleasc contact:  (602) 437-3340
Client: Cordes Lakes Water Terms: See Below
Invoice Date: 02/15/11 Client Contact: Don Ross
!;:mefnoingl;: Project: N_Cordes Lakes & Berneil / 13-023
.mmn& alassfs‘?t ¢stamericaine.com PO Number: NA
; N ) Samples Received:  02/09/11 Samples Reported: 02/15/11
Workorder: PUB0587 Rush Rush Unit  Extended
Quy Analysis/Description Matrix TAT Charge Cost Cost
3 Total Coliform-P/A (24 hours) Drinking Water NA None $25.00 $75.00
Additional [tems
i Environmental Management Fee 5.00% $3.75
Invaoice Total: $78.75

Any applicable rush charges are based on the actual turn-around-time met.

Prices shown irﬁau appficable discounts. TestAmerica’s Standard Terms & Conditions (Net 30 Days) apply to all

work performed and invoiced unless superseded by a specific executed contract vehicle. Invoice: 55024255

Paos } Af 1




DONALD ROSS, OP005277

has complied with the requirements for operator certification in the State of Arizona pursuant to Arizona
Revised Statutes, Title 49, Chapter 2, Articles 9 and. 10, and Arizona Administrative Code, Title 18, Chapter
5, Article 1. Therefore, the Arizona Department of Environmental issues this Certificate of Registration as a

v . &
Certificate Number Grade ahq Classification . Expiration Date
52064 Grade 4 Water Distribution System Operator . 7/31/2014

52065 Grade 3 Water Treatment Plant Operator 7/312014

o]
Lt D oe-
Operator Cemﬁcatlon Coordmator )

(143D



Statement Date: OV 186/v1 - 02/14/1 ¢
Account Number: .

trage 2 of 3

QVER
___|ACCOUNT ACTIVITY (CONTINUED) _ ' T S
0117 AUTOZONE #2712 SCOTTSDALE AZ -10.88
01/16 FRYS FUEL # 7103 COTTONWOOD AZ 6545
[SATANS AUTOZONE #2712 SCOTTSDALE AZ 43.56
o117 AUTOZONE #2712 SCOTTSDALE AZ 10.88
01720

Big O Tires SCOTTSDALE AZ — A 26.24

TECHNICAL LEARNING COLLEG 928-468-0665 AZ 424 95

Y . S oo

01/30 FRYS FUEL # 7103 COTTONWOOD AZ

64 22
02/01 ACE HDW & RNTL-SCOTTSD SCOTTSDALE AZ 3266
02/03 7-ELEVEN 29110 PHOENIX AZ 57.72
02104 NOR*NORTHERN TOOL 800-222-538 1 MN 46521
02/07 FASTSIGNS NO 160102 TEMPE AZ 135 62
02/10 FRYS FUEL # 7103 COTTONWOOD AZ 56 41

DONALD ROSS

TRANSACTIONS THIS CYCLE (CARD 8544) $1501.08 -
01/19 TRUCK STUFF PHOENIX AZ (& WY ¢ 14 20

REITMAN RHYASEN
TRANSACTIONS THIS CYCLE (CARD 5470) $14.20

Total tees charged in 2011 $0.00

Total inlerest charged in 2014 $0.00
Year-to-date tolals reflect all charges minus any refunds
applied to your account

lﬁ\u,na;%mwaﬁ P\:c ADER. DQ—Q(‘OV*DC'
Voot Doaadd Ross and Richacd RoSs

(Aot d)




Booster Station #3
was taken out of service
in July 2007
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American Leak Detection

P.O. Box 778384

Henderson, Nevada 89077-8384
(602) 242-8573

Fax: (702)685-8291

NAME / ADDRESS

Cordes Lake Water Company
Atwn: Brad Folkman

20175 E. Stagecoach Trail
Mayer. Arizona 86333

Estimate

DATE

ESTIMATE NO.

1/26/2012

18

PROJECT

DESCRIPTION

QTy

cosT

TOTAL

ESTIMATE

This is an estimate for an electronic leak survey/detection for
approximately 400,000 feet of 4" - 6" plastic main line pipe in
addition to 1600 ft of 3/4" poly butylene service line. Access for
detection are gate valves only. Listening equipment will be used to
listen at all gate valves and any ather point of contact to determine
if any feak noise can be heard. All attempts will be made to locate
leak but no guarantee can be given with plastic pipe.

Approximately Two - two and one half (2 - 2 1/2 ) miles of plastic
pipe can be surveyed in one day.

Estimates are as follows:
$450/1st Hour & $175.00 each additionat there after
$1,250.00 daily rate or $750 half day rate

After hours if needed @ $225.00 per hour (due to traffic noise or
other sound interference.)

Thank You

Bonnie Sherman
American Leak Detection
Sales Tax

0.00

0.00

0.00

WE APPRECIATE THE OPPORTUNITY TO BE QF SERVICE TO YOU.

TOTAL

$0.00




ARIZONA DEPARTMENT OF ENVIRONMENTAL QUA
MONITORING ASSISTANCE PROGRAM
ANNUAL SAMPLING FEE INVOICE

ATY

Pursgant to A R.S. § 49-113, interest will be eharged it tull payment is nol received by the Y ave 4 Y - ; inveice o s Qo[
)i( specified due dule. 1 you dispute the umount fisied. please contict ADEQ as soon as If you have any questions about your invoice, contact W. Scolt

possible. To reduce interest costs on an unpaid invoice. you may remit an amount that you — Stetnhagen at (602) 771-4445 or toll-free within Arizona at (800)
befieve is not indispute. However, it aonpayment is due to williol uegleot, you may suilc na - el . .

an additional five percent penalty of up Lo bventy-tive percent of e amount due for each 2345677, extension 771-4445,

wronth oF 1rattion of a month the amount is past due.

Pursuant to AR.S. § 49360 F and A A.C. RI8-4-304 and R18-4-303. "The divector shall establish fees for the monitoring
assistapce program to be collected from all public water systems...”

Owuer Id #: 21236 fuvoice Number 67426
To: CORDES LAKES WC Public Water System [D #: 13023 L
!?g[\/?}-?[{x /%\12985280 Billing for Calendar Year: 2011
Due Date: November 19, 2010 . -
Total Amount Due . . ... ... ... ... .. $ 362184
- B . Amount P“ifl_-_x ................... _3;*___:___.____"*_" g
1 Keep the top portion for your records. ¢ ADEQ Federal Tax #566004791

v This entire bottom portion must be returned to ADEQ. ¥
ADEQ Federal Tax #36600479 1

Amnual Sampling Fee Invoice Invoice # 67420
{E(SQI{SKES wC |Owier 1d #: 21236 MAP
’ Billing for Calendar Year: 2011
i AZ 85280 13023 - Cordes Lakes W¢  |Due Date: 11/19/2010 I
ANNUAL SAMPLING FEE WORKSHEET
AAP SYSIEIISY . o o o e $ 250,00
dionin 203t ... L. L, 1,212 conmections X3 257 0.0 0. oL 327184
Total Sampliﬁé e . o e e e $  3.621.84
Plus Paid [nterest Charges and/or Other Adustments . . . . ... ..o v v e oo S 000
Plus Unpaid Intesest Charges as of 10/05/2010. . . . . . .. oot e e S 000
Minus Payments Received and/or Other Adjustments . . . . ... ... . . $ 0.00
AOURL IDUC « L o o e e e e e e 3 3,621.84
Amount received by ADEQ (Make check payable to State of Arizona) .. ... ... ... . . . . ... 8
}{ A $12 fee will be charged for any_cheek nol honored by e bauk. ) Do not write below tis ling -
Make your check or money order payable to State of Arizona Check Numiber: 7
‘ THIS FORM MUST ACCOMPANY YOUR REMITTANCE. !
: Received: e o
‘ Mail to: f}(t)u&x‘\i l‘)éazpzagtmem of Environmental Quality Postmarked: B - E
‘ Phoenix. AZ 85003 N e s |



AI{IZUNA DPRLEYAINLIYMIR N YA wm -~
MONITORING ASSISTANCE PROGRAM

ANNUAL SAMPLING FEE INVOICE

st will be charged if full payment is not weeeived by the | you fiave any questi(ms about your invoice, contact Mary Kﬂyc
> specified due date. 1 you ¢ tbe mnount hm.d please contact ADEQ as soon as J - J : T : S

possible. o reduce mlules »n an uppaid invoice. you may remit an anonnt Black at (0602) 771-4518 or toli-free within Arizona at (800)

' 2345677, extension 771-4318.

helicye 1 not indi {owever, if nonpayment is Que to wiltiul neglect, you may

an additional Hve pereent penatty of up tw«.nty five percent ol the Samonnt due fos umh 20
montl or lraction of a month the amount is past due.

Pursuant 10 AR S, §49-113,1

Pursuant to AR.S. § 49360 F and A AC. RIS-4- 304 and RIS——- 05. “The director shall establish fees for the monitoring

assistance ;nwmm tu he collected from all public water systems. .

)12, " "T

tuvoice Number 08369

omm Ad# 21‘236 - e
. CORDES LAKES WC Public Water System 1D #: 3023
?gl\l?gffx /2‘\12985280 | Billing for Calendar Yeat: 2012
Due Date: April_6, 2012
otal Ammount Due . ..o oo 0o $
| Amouut Pafd o 3 |

T Keep the top pmtmn for your records. 1 ADEQ Federal Tax #866004791
LT ST e Tve jUGe Date: 4/06/2012

ANNUAL SAMPLING FEE WORKSHELT

(5\& L

Total Sampling Fee

Plus Paid Interest Charges and/or Other Miwsents Iy 3\598 7
Plus Unpaid interest Charges as of 02/21/2012 e ~_“WMD¢QQ‘_
Mivus Payments Received andfor Other Adjustrnents B ‘Q’QQ
o el o e 6.05
................................... $ 3598 .71

Sy - A tee will be chagged forany cheek not honoced by the hapk

Blo not write Iy

NMake ¢ - cheols - 3 o
lake your check or money order payable to State of Arizong .

| THIS FORM MUST ACCOMPANY YOUR REMITTANCE Cheuk Mumbey:;

|
PO Box 1822 " . V ]
8228 Pastmagked: {

Mait to:
ail to: Arizona Department of Environueatal Quality
Phoenix. AZ 85005 )

Liutered:




CORDES LAKES WATER COMPANY

SCHEDULE H-5-1 (B)

BLOCK
USAGE
3/4 METERS

500
1500
2500
3500
4500
5500
8500
7500
8500
9500
10500
11500
12500
13500
14500
15500
16500
17500
18500
19500
22500
27500
32500
37500
45000
62500
87500

BiLL
COUNT

986
2072
2313
2203
1999
1548
1155
788
560
406
296
254
158
143
90
92
67
54
42
42
32
112
34

-
w

O OO

W-02060A-12-0356

AVERAGE
AMT
FOR BLK

11.00
12.40
15.20
18.00
21.55
25.85
30.15
34.45
38.75
43.40
48.40
53.40
58.40
63.40
68.40
73.40
78.40
83.40
88.40
93.40
98.40
113.40
138.40
163.40
188.40
225.90
313.40
443.40

I A A B WD P A A D PO PP AL P DD PG PP

$
$
$
¥
$
3
$
5
3
$
$
$
$
3
$
3
$
$
$
$
$
$
3
$
$
3
$
$
3
$

TOTAL
AMT
FOR BLK

10,846.00
25,692.80
35,157.60
39,654.00
43,078.45
40,015.80
34,823.25
27,146.60
21,700.00
17.620.40
14,326.40
13,563.60
9,227.20
9,066.20
6,156.00
6,752.80
5,252.80
4,503.60
3,712.80
3,922.80
3,148.80
12,700.80
4,705.60
3,268.00
2,449.20
2,033.10
1,880.40
2,217.00

404,622.00



BLOCK
USAGE
1IN METERS

500
1500
2500
3500
4500
5500
6500
7500
8500

BLOCK
USAGE
2IN METERS

60000-70000
70000-80000
80000-90000
90000-100000
100000+

BiLL
COUNT

BiLL
COUNT

w

AVERAGE
AMT
FORBLK

21.65
25.95
30.25
3455
38.85
43.156
47.45
51.75
56.05

P N H A P N N hH A

$H P A &P

TOTAL
AMT
FOR BLK

281.45
337.35
242.00
44915
427.35
258.90
189.80
155.25
56.05
2,397.30

AMT FOR
BLOCK

360.00

2,630.00
1,463.00
1,088.00
5,641.00






ORIGINAL
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DOCKET NO W-02060A-12-0356
ADDITIONS TO RATE INCREASE APPLICATION

SUBMITTED NOVEMBER 8, 2012

Arizona Corporation Commission

DOCKETED
NOV 08 2012

e |

DOCKETED BY




CORDES LAKES WATER COMPANY
DOCKET # W-02060A-12-0356
REQUEST FOR ADDITIONAL INFORMATION BY
MARY RIMBACK AND DEL SMITH

1. Clarification of current and proposed rate.

2. Expansion of Asset list to include listing of all increases, decreases and depreciation
for years 2008 through test year (2011). This chart includes computer values and
Corporation Commission Values as of 12/11/2006. Changes, Depreciation,
Depreciation Rate, and Accumulated Depreciation.

3. Certificate of Public Notice as required.
4. The Public notice was printed in the Prescott Courier on October 31, 2012.

5. A Copy of the mailing on 11/2/2012, of 1320 First-class letters — all of Which included
the public notice.

6. A Copy of the Public Notice was posted in the office at Cordes Junction.

Certified by Nﬁa l, E ﬂﬂ)g.
Sngnature ﬁwﬁ""




CORDES LAKES WATER COMPANY
DOCKET NO W-02060A-12-0356

PER DECISION #70170
MONTHLY USAGE CHARGE
3/4" METER
1" METER
1-1/2" MET
2" METER
3" METER
4" METER
6" METER

COMMODITY RATES
{Per 1,000 Galions)

3/4" METER

FROM 1 - 3,000 GALLONS
FROM 3,001 TO 8,000 GALLONS
OVER 8,000 GALLONS

1" METER
FROM 1 TO 18,000 GALLONS
OVER 18,000 GALLONS

1-1/2" METER
FROM 1 TO 43,500 GALLONS
OVER 43,500 GALLONS

2" METER
FROM 1 TO 75,000 GALLONS
OVER 75,000 GALLONS

CURRENT RATES

$11.00
$19.50
$39.00
$62.50°
$125.00
$220.00
$390.00

$2.80
$4.30
$5.00

$4.30
$5.00

$4.30
$5.00

$4.30
$5.00

PROPOSED RATES

$13.50
$24.50
$48.75
$78.00
$156.00
$275.00
$485.00

$3.30
$5.25
$6.00

$5.25
$6.00

$5.25
$6.00

$5.25
$6.00



3" METER
FROM 1 TO 160,000 GALLONS
OVER 160,000 GALLONS

4" METER
FROM 1 TO 290,000 GALLONS
QVER 290,000 GALLONS

§" METER
FROM 1 TO 530,000 GALLONS
OVER 530,000 GALLONS

SERVICE LINE AND METER INSTALLATION CHARGES:

(REFUNDABLE PURSUANT TO A A.C. R14-2-405)

5/8" X 3/4" METER
3/4" METER
1" METER
1-1/2" METER
2" METER
3" METER
4" METER
6" METER

$4.30
$5.00
$4.30
1$5.00
$4.30
$5.00
PRESENT CHARGES
SERVICE LINE  METER "TOTAL
CHARGE CHARGE CHARGE
N/A N/A N/A
$355.00 $165.00 $520.00
$405.00 $205.00 $610.00
$440.00 $415.00 $855.00
$600.00 $915.00 $1,515.00
$775.00  $1,420.00 $2,195.00
$1,11000  $2,250.00 $3,360.00
$1,670.00 $4,445.00 $6,115.00

$5.25
$6.00

$5.25
$6.00

$5.25
$6.00

PROPOSED CHARGES
SERVICE LINE  METER TOTAL
CHARGE CHARGE CHARGE

N/A N/A N/A
$426.00 $198.00 $624.00
$486.00 $246.00 $732.00
$528.00 $498.00 $1,026.00
$72000  $1,098.00 $1,818.00
$930.00 $1,764.00 $2,694.00
$1,332.00 $2,700.00 $4,032.00
$2,000.00 $5,350.00 $7,350.00



SERVICE CHARGES:

ESTABLISHMENT $25.00 $30.00
ESTABLISHMENT (AFTER HRS) $35.00 $40.00
RECONNECTION (DELINQUENT) $15.00 $20.00
RECONNECTION (DELINGUENT & AFTER HRS) $25.00 $30.00
NSF CHECK $12.50 . 15.00
METER RE-READ $10.00 $12.00
METER TEST (IF CORRECT) $25.00 $30.00
DEFERRED PAYMENT (PER MONTH) 1.50% 1.50%
DEPOSIT AMOUNT * o *

DEPOSIT INTEREST * *

REESTABLISHMENT (WITHIN 12 MONTHS) *x **

LATE CHARGE (PER MONTH) 1.50% _ 1.50%
ROAD CUTTING OR BORING cosT CoST

*PER COMMISION RULE A.A.C. R-14-2-403(8)

**NUMBER OF MONTHS OFF SYSTEM TIMES THE MONTHLY MINIMUM, PER COMMISION RULE A.A.C.R14-2-403(D). -

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM ITS CUSTOMERS A
PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE TAX, PER COMMISSION RULE A.A.C. 14-2-409(D)(5).



CLWC-ASSETS-RATE INCREASE-CORDES SYSTEM
clwc-assets-acc06

STRUCTURES AND IMPROVEMENTS

COMP
ACC-06
DEPR

12/31/06
12/31/07
12/31/08
12/31/09
12/31/10

WELLS
COMP
ACC-06
DEPR

12/31/06
12/31/07
12/31/08
12/31/09
12/31/10

PUMPS
COMP
ACC-06
DEPR

12/31/06

12/31/07

12/31/08
12/31/09
1213110

TANKS
COMP
ACC-06
DEPR

$ 17,846
$ 6,657
3.33%
Changes
$ 84,238
$ 138,155
'3.33%
Changes
$ 29,193
$ 109,753
$ 10,558
12.50%
Changes
$ 16,030
$ 263,452
$ 137,243
2.22%
Changes

Assets

$
$
$
$
3

138,155
138,165

167,348

167,348
167,348

Assets

Depr Exp

$ 222
$ 222
$ 222
$ - 222
Depr Exp

$ 4,601
$ 5,673
$ 5,673
$ 5,673
Depr Exp

$ 1,320
$ 3,324
$ 3,324
$ 3,324
Depr Exp

304

Acc Depr Net

$ 222

$ 444  § 6,435

$ 665 % 5,992

$ 887 § 5,770

$ 1,109 § 5,548
307

Acc Depr Net

$ 4,601

$ 9202 $ 133,554

$ 14774 § 152,574

$ 20,347 § 147,001

$ 25,920 $§ 141,428
31

Acc Depr Net

$ 1,320

$ 2640 § 9,238

$ 5963 §$§ 20625

$ 090287 § 17,301

$ 128611 § 13,977
330

Acc Depr Net




12/31/06 $ 137,243 $ 3,047
12131107 $ 137,243 3,047 $ 6,094 § 134,196
12/31/08 § 4,389 $ 141632 $ 3,144 $§ 9,238 $ 132,394
12/31/09 $ 141632 $§ 314400 $ 12,382 $ 129,250
12/31/10 $ 141632 § 314400 $ 15526 $ 126,106
WATERLINES 331
COMP $ 263,452
ACC-06 $ 572,234
DEPR 2.22%

Changes Assets Depr Exp - Acc Depr Net
12/31/06 $ 572,234
12/31/06 $ (562,790) §$ 9444 210 §$ 210  § 8,899
12/31/07  $ 5,655 $ 15009 § 335§ 545 § 14,554
12/31/08 § - $ 15008 $ 336§ 880 § 14,219
12/31/09 $ 15099 § 335§ 1215 $§ 13,884
12/31/10 ' $ 15,099 § 336§ 1550 § 13,549
SERVICES 333
COMP $ - ‘
ACC-06 $ 19,350
DEPR 3.33%
. Changes Assets Depr Exp Acc Depr Net
12/31/06 $ 19,350 $ 19,350 0
12/31/07 % - $ 19350 $ - % 19,3580 $ -
XXX FULY DEPR--- NEW ENTRIES INCLUDED W/METERS
METERS AND SERVICES 334
COMP $ 203,283
ACC-06 $ 35,589
DEPR 8.30%

Changes Assets Depr Exp Acc Depr Net
12/31/06 $ 35,589 $ 3,908
12/31/07  $ 14,422 $§ 50011 4151 $ 8,05¢ $ 41,952
12/31/08 § 16,143 $ 66,154 § 5491 $ 13,650 §$ 52,604
12/31/09  § 3,523 $ 69677 § 5783 $ 19,333 $ 50,344
12/31/10 § 1,165 $ 70842 § 5880 $ 25213 $ 45629
MISCELLANEOUS EQUIPMENT 339

COMP $ 43,987




ACC-06 $

54,149
DEPR 6.67%
Changes Assets

12/31/106 ' $ 54,149
12/31107 $ 54,149
12/31/08 % 5,166 $ 59,315
12/31/09 $ 59,315
12/31110 $ 59,315

TRANSPORTATION EQUIPMENT

COMP $ 85,038
ACC-06 $ 69,049
DEPR 20.00%
Changes Assets
12/31/06 $ 69,049
12/31/07 $ 69,049
12/31/08 $ 69,049
12/31/09 $ 69,049
12/31/10 $ 69,049
OFFICE EQUIPMENT
COMP $ 11,767
ACC-06 $ 4,490
DEPR 6.67%
Changes Assets
12/31/06 $ 4,490
12/31/07 $ 4,490
12/31/08 $ 4,490
12/31/09 $ 4,490
12/31/10 $ 4,490
LAND
COMP $ 35,665
ACC-06 $ 35,665
DEPR ' 0.00%
Changes Assets
12/31/06 $ 35,665
12/31/07 $ 35,665
12/31/08 $ 35,665
12/31/09 $ 35665
12/31/10 $ 35,665

Depr Exp
$ 3,612
$ 3,956
$ 3,956
$ 3,956
Depr Exp
$ 13,810
$ 13,810
$ 13,810
$ 13,810
Depr Exp
$ 299
$ 299
$ 299
$ 299
Depr Exp
$ -

$
$
$

Acc Depr
$ 3,612
$ 7,224
$ 11,180
$ 15,136
$ 19,002

341

Acc Depr

13,810
27,620
41,430
55,240
69,049

P AP Le

340

-Acc Depr

$ 299
$ 598
$ 898
$ 1,197
$ 1,496

303

Acc Depr

0NN NHP
?

Net

A AhH P en

Net

P H PP

46,925
48,135
44,179
40,223

55,239
41,429
27,619
13,809

4,191
3,892
3,592
3,293
2,994

36,665
35,665
35,665
35,665




& H P &

616,035
190,917
619,566
128,729

TOTAL

ACCU DEPR

ACCU DEPR 2006

AMOUNT TO BALANCE TO ACC$748,295




PUBLIC NOTICE OF HEARING ON THE RATE APPLICATION
OF CORDES LAKES WATER COMPANY
(DOCKET NO. W-O2060A-12-0356)

On August 8, 2012, Cordes Lakes Water Company (“Company”) filed an application

with the Arizona Corporation Commission for an increase in its rates and charges. Copies of
the Company's application and proposed tariffs are available at its office and the Commission’s
offices for public inspection during regular business hours.

The Commission will hold a public hearing on this matter beginning March 419, 2013, at 9:30
a.m. at the Commission’s offices, 1200 West Washington Street, Phoenix, Arizona. Public
comments will be taken on the first day of the hearing.

The law provides for an open public hearing at which, under appropriate circumstances,
interested parties may intervene. Intervention shall be permitted to any person entitled by law to
intervene and having a direct and substantial interest in the matter. Persons desiring to
intervene must file a written motion to intervene with the Commission no later than November
23, 2012. The motion to intervene must be sent to the Company or its counsel and to all parties
of record, and shall contain the following:

1. The name, address, and telephone number of the proposed intervener
and of any party upon whom service of documents is to be made if
different from the intervener.

2. A short statement of the proposed intervener’s interest in the proceedihg
(e.9., a customer of the company, a shareholder of the Company, etc.).

3. A statement certifying that a copy of the motion to intervene has been
mailed to the Company or its counsel and to all parties of record in the
case.

The granting of intervention, among other things, entitles a party to present sworn evidence at
the hearing and to cross-examine other witnesses. However, failure to intervene will not
preclude any interested person or entity from appearing at the hearing and providing public
comment on the application or from filing written comments in the record of the case.  You will
not receive any further notice of this proceeding unless you request it.

If you have any questions about this application, or want further information on intervention, you
may contact the Consumer Services Section of the Commission at 1200 West Washington
Street, Phoenix, Arizona 85007 or call 1-800-222-7000 or 602-542-4251.

The Commission does not discriminate on the basis of disability in admission to its public
meetings. Persons with a disability may request a reasonable accommodation such as a sign
language interpreter, as well as request this document in an alternative format, by contacting
Shaylin Bernal at SABernal@azcc.gov, voice phone number 602-542-3931. Requests should
be made as early as possible to allow time to arrange the accommodation.



AFFIDAVIT OF PUBLICATION

STATE OF ARIZONA )
County of Yavapai ) ss.

I, Aileen Kemper, being first duly sworn on her oath says:

That she is the Legals Clerk of PRESCOTT NEWSPAPERS, INC., an
Arizona corporation, which owns and publishes THE DAILY
COURIER, a Daily Newspaper published in the City of Prescott, County
of Yavapai that the notice attached hereto, namely,

CORDES LAKES WATER CO.
PUBLIC NOTICE OF HEARING ON THE RATE APPLICATION
DOCKET NO. W-O2060A-12-0356

has, to the personal knowledge of affidavit, been published in the news
paper aforesaid, according to law, on 31 day of OCT, 2012 to 31 day of
OCT, 2012 both inclusive without change, interruption or omission,
amounting in all | insertions, made on the following dates:

OCT 31, 2012

By:. ( '/\ )

Dated this 31 Day of OCT, zf‘d»gz.,»f’

By: b o Loy
Notary Public '

R Y

TERI F BRYANT
Notary Pubiic . Arizong
: Yavapai County
/ My Commission Expires
MAY 31, 2018

My commission expires:

PP




'l’ PUBLIC NOTICE QF HEARING ON l -

THE RATE APPLICATION
OF CORDES LAKES
WATER COMPANY
(DOCKET NO. W-02060A-12-0356)

On August 6, 2012, Cordes Lakes Water
Company {"Compary™} filed an applica-
tion
with ihe Arizona Corporation Commission
101 an increase in its rales and charges.
Copies of the Company's application and
proposed lasifls are available ai its olfice
and the Commission’s oflices lor public
inspection during regular business hours.
The Comnigsion will hold 8 public hear-
ing on this matter beginning March 19.
2013, at 9:30 a.m. al the Commission's
olfices, 1200 Wost Washinglon Street,
Phoenix, Arizona. Public comments will
e taken on the first day ol ihe hearing.
The law provides for an open public haar-
ing al winch, under appropriate circum-
stances, interesled parties may intervene.
inlervention shall be pewmilled to any per-
£0n galitled by law o inlervene and hav.
ing a direct and subsiantial interest in the
maller. Persons desiting 10 intervene
must lile a wriltien molion to inlervene with
the Commigsion no later than November
23, 2012, The motion to intervene must
be sent to the Company or its caunse!
and to ati parties of recorg, and shalk con-
1ain the foliowing: .
1. The name, address, and lelephone
number of the proposed intervener
and ol any parly upon whom service of
documents is lo be made if
ditlerent trom Ihe intervener.
2. A short statemment of the proposed in-
tnevener's wiarest in the proceeding
{e.g.. a customer of the company. a
shareholder of the Company, elc.).
3. A statement centilying that a copy ol ihe
motion to innervene has been
mailed 1o ihe Company or its counsel and
1o all padies o record in the
case.
The granting of inervention, among other
things. entitles a parly to present sworn
evidence at the hearing and (o cross-ex-
aming other wilnesses. Howeves, [ailure
to interveng will not preciude any interest:
e person or entily from appearing a\ the
hearing and providing public comment on
the application or (rom filing writlen com-
menis in the recoid of the case. You will
not receive any fuither notice of this pro-
ceeding unlass you request it.
Il you have any quesiions aboul this ap-
plication, or wam tunthar inlotmalion on
intarvention, you may coataci the Consu.
mar Services Section ol the Commission
al 1200 Wes! Washington Street. Phoe-
nix. Arizona 85007 or call 1-800-222-7000
0r 602-542-4251.
The C ton does not discrimi on
the basis ol disability in agmission 10 .its
public mecungs. Persons with a disability
may request a reasonable accommoda.
tion such as a sign language interprater,
as well as request Ihis document in an al-
taraative turmal, by contacting Shaylin
8ernal at SABsrnal@azcc.gov, voice
phong number 602-642-3931. Requests
should be nade as early as possible to
allow ime to afrange the accommodation.

‘ITC PUB Oct 31,2012 l



http://SAEarnalBarcc.gov

. INVOICE:

Friday, 26 October 2(112

CPP320149 INVOICE DATE:  11/02/2012

RECEIPT FROM: Cordes Lakes Water Company - CLIENT ID.: 171077

AMOUNT: srameisuarsnnrerenng 102, Qe PAYMENT MODE: VISA
NOTE: W-02080A-12-0356 |

BY: Aileen Kemper (AAK)

| Friday, 26 October 2012 ’
i i
i

INVOICE: CPP320149 INVOICE DATE:  11/02/2012

RECEIPT FROM: Cordes Lakes Water Company CLIENT ID.: 171077 » I
JAMOUNT:  tesssmsssssening 10 fgrmmmsonmssssssns  DAVMENT MODE: VISA
. NOTE W-02060A-12-0356

BY: Aileen Kemper (AAK)




*

USPS PostalOne!

Company 'Detai) :

Page 1 of 2

Commny Name CORDES LAKES WATER CO.
Address 1532 N JOHNSON AVE
. EL CAJON, CA 92020-1618
Contact Name MICHAEL FOLKMAN
Phone Number . (618)579-0520
Profit Indicator P
PS Form 3607R - Mailing Transaction Receipt
Account Holder Account Number 1841904
Account Holder Permit Number 67
Account Holder Permit Type Pl
 Account Holder CRID 4023435
Post Office of Permit £l Cajon CA £2020-9998
Post Office of Malling El Cajon CA 92020-9998
Post Otfice of Permit Cost Center 052382-0957
Post Office of Mailing Cost Center 052382-0957
Malling Agent Name
Malling Agent CRID
‘Mall Owner Namo
Mail Owner CRID
JOB ID MANUAL
Customer Reference ID
CAPS Transaction Number N/A
First-Class Mail and FIrst-Class Package
Class of Mail Service
Processing Category Lattars (may include Poslcards)
Postaga Statement 1D 148516428
Malling Group ID 113929469
Maller's Mailing Date 1/02/2012
[Total Pleces 1,290 pcs.
Welght of a single-piece 0.0420 Ibs.
Total Walght 54.1800 Ibs.
Totat Number of Containers 7
Total Postage (Without Incentive/Fee) ? 458.82
incentive/Discount b 0.00
| Fee 0.00
Total Adjustad Postage 458.82
Payment Date and Time 170212012 11:23
Payment Transaction Number 201230713230191M0
['Maiter Figures Adjusted? I No
Person authorizing adjustment
Name

Phone Numbar

Acceptance Site Mailer 1D
Clerk Initials CAN
Mall Arclval Date and Time 11/02/2012 11:21

https://www.uspspostalone.com/PostageProcessing Web/placardReceiptDistribute.do?placa...  11/2/2012



FENNEMORE CRAIG

A PROFESSIONAL CORPORATION

PHOENIX

O 0 N O A W N

NN [ I L e e o o e e

26

FENNEMORE CRAIG

A Professional Corporation

Patrick J. Black (No. 017141)

2394 E. Camelback Road, Suite 600
Phoenix, Arizona 85015

Telephone (602) 916-5000

.—';j"’;i’ ;1 1""'?}

2707 Ly
T OEAY -

Attorneys for Cordes Lakes Water Company

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE
APPLICATION OF CORDES LAKES

WATER COMPANY FOR APPROVAL

OF A RATE INCREASE

DOCKET NO: W-02060A-12-0356

NOTICE OF FILING REBUTTAL
TESTIMONY

Cordes Lakes Water Company hereby submits this Notice of Filing Rebuttal
Testimony of Matthew Rowell on behalf of Cordes Lakes Water Company in the above-

captioned docket.
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1§ L INTRODUCTION.
2 | Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS?
31 A My name is Matthew Rowell. My business address is PO Box 51628, Phoenix,
4 Arizona.
51 Q. BY WHOM ARE YOU EMPLOYED AND WHAT ARE YOUR DUTIES
6 AND RESPONSIBILITIES?
71 A. I am a managing member of Desert Mountain Analytical Services (“DMAS”) a
8 consulting firm specializing in utility regulatory matters. In that capacity I have
9 provided testimony regarding various utility regulatory issues before the Arizona
10 Corporation Commission (“Commission”).
11§ Q. PLEASE STATE YOUR BACKGROUND AND QUALIFICATIONS IN THE
12 FIELD OF UTILITY REGULATION.
13 | A. A statement of my qualifications is attached as Exhibit 1 to this testimony.
14 | Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?
15| A.  This testimony responds to Staff’s February 13, 2013 Testimony in this docket. It
16 also corrects some deficiencies in the Company’s original application.
17 | Q. PLEASE SUMMARIZE YOUR TESTIMONY.
18 | A. This testimony deals with the following issues:
19 e Cost of Capital
e The Company’s CIAC balance
20 e Real Property Included in Rate Base
271 e The Company’s bad debt expense
e Staff’s plant disallowance based on its analysis of provided invoices
22 e Post Test Year Plant '
23 e Accounting Expenses
e Purchased Power Expenses
24 e Revenue Requirement and Rate Design
25 e The Company’s requested surcharges
e Best Management Practices (“BMPs”)
26 e Future CC&N application
FENNEMORE CRAIG
A PROFEIS[;):;::, Nclgwanxnou 1
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This testimony establishes that Staff’s recommended return on equity for Cordes
Lakes is far too low to be reasonable. A return on equity of 10.55% is shown to be
consistent with recent Commission practice and with the standards established by
the Hope and Bluefield Supreme Court decisions' regarding regulated rates of
returns.

While the Company accepts most of Staff’s adjustments, the reversal of two
adjustments (Rate Base adjustments #3 and #5) and changes to information
included in the original application now results in a rate base considerably higher
than that recommended by Staff.

The above summarized changes result in a revenue requirement of
$470,807. This is an increase of $50,271 or 12%. The median residential customer
will experience an increase of $2.70 per month.

Admittedly, some of the issues that require correction stem from the
Company’s application and are not necessarily the result of Staff’s adjustments
(e.g. bad debt expense.) The owners of Cordes Lakes are not as knowledgeable or
experienced with ratemaking and ratemaking principles as some of their
counterparts. Their attempt to put this case together without outside assistance was
done in order to minimize costs, but it became readily apparent that using a ‘short
form’ process intended for Class D and E utilities was to the Company’s detriment.
Similarly, Staff’s decision to declare the application sufficient when it still had
obvious deficiencies was no doubt made with good intentions, but it has lead to an
incomplete analysis that does not benefit either the Company or its customers. The
recommendations in this testimony address the most glaring problems with the

application and Staff’s recommendations.

! Fed. Power Comm’n et al. v. Hope Natural Gas Co., (320 U.S. 591) and Bluefield Water Works
v. Pub. Serv. Comm'n, 262 U.S. 679 (1923).
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> o

COST OF CAPITAL
PLEASE SUMMARIZE YOUR COST OF CAPITAL TESTIMONY.

I do not present a full cost of capital analysis here. Given the timing of my

involvement in this case, and the desire to limit the rate case expense, I will not be
providing the customary 40-page detailed and complex analysis as Staff chose to
do. Rather I will point out some significant flaws in Staff’s analysis and present a
basic argument as to why a return of 10.55% is reasonable for Cordes Lakes.
DO YOU AGREE WITH STAFF’'S RECOMMENDATIONS REGARDING
CAPITAL STRUCTURE?
Yes. The Company’s ‘capital structure is 100% equity.
WHAT IS THE BIGGEST ISSUE WITH STAFF’S COST OF CAPITAL
RECOMMENDATIONS?
The biggest issue with Staff’s cost of capital analysis is that it is inconsistent with
the standards established by the Hope and Bluefield Supreme Court decisions’
regarding regulated rates of returns (“Hope and Bluefield’.) The Hope and
Bluefield decisions are recognized nationally as establishing the standards under
which regulated utility rates of return are determined. In a recent case, the
Commission reaffirmed its view that Hope and Bluefield are foundational >

The requirements of Hope and Bluefield can be summarized as follows:*

1. Commensurate Earnings: A utility is entitled to a return similar to

that being earned by other enterprises with similar risks.

2 Fed. Power Comm'n e. al. v. Hope Natural Gas Co., (320 U.S. 591) and Bluefield Water Works
v. Pub. Serv. Comm'n, 262 U.S. 679 (1923)

? See Arizona Water Company Docket No. W-01445A-11-0310, Decision No. 73736 (February
20, 2013) at 42 line 27.

* This summary follows Parcell, David C., The Cost of Capital ~ A Practitioner’s Guide (2010
Edition), p. 26,30.
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2. Financial Integrity: A utility is entitled to a return level reasonably

sufficient to assure financial soundness.

3. Capital Attraction: A utility is entitled to a return sufficient to
support its credit and raise capital.

4. Changing Level of Returns: A fair return can change along with
economic conditions and capital markets.

5. “End Result” Doctrine: How the rate of return and rate base are

determined are not important as long as the end result is reasonable.
- Staff’s analysis fails to satisfy any of the above criteria. I will explain why
Staff’s analysis fails to satisfy these criteria in turn:

1. Commensurate Earnings: Staff makes no attempt to evaluate the

earnings of other companies with similar risk profiles as Cordes
Lakes. Staff’s analysis is based solely on estimates of investor
expectations derived from highly stylized theoretical models. The
inputs into these models are derived from companies whose risk
profile is substantially different from Cordes Lakes. Cordes Lakes is
less than one half of one percent of the size of the smallest utility in
Staff’s sample.

2. Financial Integrity: Staff’s cost of capital analysis makes no attempt
to address the financial integrity of Cordes Lakes. Cordes Lakes is
currently struggling financially and faces the need for substantial
capital improvements (as verified by Staff’s engineering witness’).
Staff’s cost of capital witness makes no mention of Cordes Lakes

financial condition or of its need to deploy capital.

3 See Exhibit DS to the Direct Testimony of Del Smith at page 8.
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3. Capital Attraction: Staff’s proposed revenue requirement is in nb
way sufficient for Cordes Lakes to attract the necessary capital.
Cordes Lakes is in need of substantial capital improvements (verified
by Staff’s engineering witness®) and no rational investor would
provide that capital based on Staff’s recommended revenue
requirement.

4. Changing Level of Returns: Staff’s recommended returns vary based
on day to day movements in the stock market and on daily changes in
the interest rates on US Treasury bills. While theoretically this
analysis accounts for changes in the capital markets, in practice it in
no way reflects the reality of the capital markets in a meaningful way.
Staff’s analysis does not address general economic conditions at all.

5. “End Result” Doctrine: Staff actually seems to employ the opposite
of the end results doctrine. Staff appears to be more concerned with
the process than with the reasonableness of the end results. Staff’s
recommended revenue requirement provides no relief for Cordes
Lakes, which is financially challenged and in need of substantial
capital investment in order to continue providing its customers with
safe, adequate water utility service at reasonable rates.

DO YOU HAVE ANY MORE SPECIFIC CRITICISMS OF STAFF’S COST

Yes. Staff’s cost of equity estimate is derived from averaging the result of four

Q.

OF CAPITAL ANALYSIS?
A.

different models:
¢ Ibid.
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Historical MRP CAPM 6.4%
Current MRP CAPM 10.0%
Constant Growth DCF 8.1%
Multi-Stage DCF 9.5%

While I have issues with each of these models, in order to cut down on rate case
expense, I will limit my discussion to Staff’s use of the Historical Market Risk
Premium (“MRP””) CAPM.” The result of Staff’s Historical MRP CAPM (6.4%) is
so low as to be unreasonable on its face. I have examined the actual returns on
equity accruing to the companies in Staff’s sample and 6.4% is well below what
any of them are actually earning. Including such an unreasonable result in the
analysis is not appropriate.
WHY IS STAFF’S HISTORICAL MRP CAPM SO LOW?
To answer this, I must first explain the mathematics of the CAPM. The CAPM is
based on the highly unrealistic and unsupported proposition that investors care only
about three variables: The risk free rate of return (“RF”), Beta and the Market Risk
Premium (“MRP”.) Expressed as an equation:

(1)  Expected Cost of Equity = RF + Beta * MRP
The Market Risk Premium (“MRP”) is equal to the Overall Rate of Return on All
Assets (“Market Return) minus the risk free rate of return (“RF”):

(2) MRP = Market Return - RF
Substituting (2) into (1) we see that the Risk Free Rate of Return actually occurs
twice in the CAPM:

(3) Expected Cost of Equity = RF + Beta * (Market Return — RF)
High school algebra tells us that when a variable appears more than once in an

equation, it should be assigned the same number (because you can’t “solve for X”

7 CAPM is an acronym for Capital Asset Pricing Model.
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if X is two different numbers.) Staff abandons this simple logic and plugs in two
different numbers for RF in the above equation. In the first instance (just after the
equal sign) where RF has a positive impact, Staff plugs in a low estimate of RF
(1.29%). However, in the second instance (the last item in the equation) where RF
has a negative impact, Staff plugs in a high estimate of RF (4.66%.)
Notwithstanding the metaphysical question of how the Risk Free Rate of
Return can be two different numbers at the same time, it is instructive to swap
Staff’s two estimates of RF to demonstrate how its numbers can be manipulated to
lower the CAPM. For instance, if we put Staff’s high estimate (4.66%) at the front
end of the equation, and their low estimate (1.29%) at the back end, the result is
12.18%. Similarly, if we plug in either of Staff’s estimates of RF consistently we
get significantly higher results than Staff’s 6.4%.
DOES STAFF OFFER ANY EXPLANATION AS TO WHY IT USES TWO
DIFFERENT ESTIMATES OF RF IN THE SAME EQUATION?
No.
WHAT ARE THE ACTUAL RETURNS ON EQUITY BEING EARNED BY
THE COMPANIES IN STAFF’S SAMPLE?

The actual returns on equity earned by the companies in Staff’s sample in 2012 are:

American States Water 11.91%
California Water 10.31%
Aqua America 14.18%
Connecticut Water 7.33%
Middlesex Water 7.78%
SJW Corp 8.13%

The simple average of the above numbers is 9.94%. Calculating a weighted

average based on the equity in the capital structure of the above companies results
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in an ROE of 11.82%. Both of these numbers are well above Staff’s
recommendation of 9.1%.

More importantly, Cordes Lakes has a much less favorable risk profile than
any of the above companies. Accordingly, any cost of equity analysis based on
these companies should include a significant risk premium (a point which Staff
apparently agrees with since they include a 60 basis point premium in their
analysis).

Alternatively, a return on equity based on the ROEs of companies in a
similar situation as Cordes Lakes should be used.

HAS THE COMMISSION RECENTLY DECIDED A RATE CASE FOR A
COMPANY SIMILAR TO CORDES LAKES?

On February 20, 2013 the Commission issued Decision No. 73736 in the Arizona
Water Company Eastern Group (“AMC”) rate case. AWC is much larger than
Cordes Lakes, but it’s Eastern Group is quite small relative to the companies in
Staff’s sample. Like Cordes Lakes, AWC is faced with the need for substantial
rehabilitation of its older plant. In that case, relying on the principles laid out in the
Hope and Bluefield decisions, the Commission adopted a return on equity of
10.55%.

Given that Cordes Lakes is in a very similar situation to AWC’s Eastern
Group, it is appropriate to allow the same return on equity for Cordes Lakes. Also,
the End Results Doctrine discussed above leads to the same conclusion. A return
on equity of 10.55%, along with the other recommendations in this testimony,
provides for a very reasonable end result. Cordes Lakes’ customers will
experience a very manageable increase ($2.70 per month for the median residential
customer) to what is currently a low monthly bill (the current median Cordes Lakes

Customer’s bill is $19.78 per month.) The increase proposed herein will greatly

8
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III.

enhance Cordes Lakes’ financial viability and allow it to begin dealing with
substantial capital deployment needs, with minimal impact to its customers.

CIAC BALANCE

PLEASE DISCUSS THE ISSUE REGARDING THE COMPANY’S CIAC
BALANCE.

Staff is recommending a CIAC balance of $76,247 for Cordes Lakes. Staff further
recommends that this CIAC balance should never be amortized. These
recommendations are based on Staff’s interpretation of the Commission’s order in
the Company’s 1984 rate case (Decision No. 54526.) 1 believe that Staff’s
recommendation is based on an incorrect interpretation of Decision No. 54526.
Furthermore, even if Staff was interpreting Decision No. 54526 correctly, the
Commission’s view of CIAC has evolved substantially since 1985. Given current
Commission practices, a non-amortizing CIAC balance is neither reasonable nor
supportable.

WHY DO YOU BELIEVE THAT STAFF’S INTERPRETATION OF
DECISION NO. 54526 IS FLAWED?

Staff relies on language at page 3 lines 10-17 of Decision 54526. That language

states:

“An additional matter was brought forth at hearing. CLWC
indicated that it was presently ‘amortizing’ certain
unrefunded advances which it had subseciilently determined
would never be repaid. Any advances which are no longer
subject to refund should be reclassified as CIAC. e
Commission has consistently rejected amortization of CIAC,
and any such amortization without express approval is
improper. CLWC should immediately reclassify these
balances as CIAC and should cease further amortization.
P(rii:ivié)\)xs amortization should also be reversed.” (Emphasis
added.
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A CIAC balance for Cordes Lakes of $76,247 is included in the Staff Report

for the 1984 rate case application.®

The order states clearly that the unrefunded
advances were an “additional” issue brought up “at hearing.” Therefore, the order
could not have been referring to the $76,247 in CIAC included in the Staff’s pre-
hearing Staff Report. Additionally, the order also states clearly that the advances
should be “reclassified” as CIAC. But Cordes Lakes’ $76,247 CIAC balance was
already classified as CIAC prior to the hearing, so there would have been no need
for a reclassification. For these reasons, it is apparent that the advances discussed
in Decision 54526 were not the $76,247 CIAC balance presented in the Company’s
1984 rate case application. Staff’s assumption that Decision 54526 was referring

to the $76,247 CIAC balance is simply incorrect.
SO WHAT WERE THE ADVANCES THAT DECISION 54526 REFERRED

- TO?

These advances were associated with the Company’s Verde Village System, which
was part of the 1984 rate case. The Verde Village System was subsequently
condemned by the City of Cottonwood some years ago. Consistent with normal
ratemaking practices, the AIAC and CIAC associated with the Verde Village
System would have conveyed with the condemnation.

HOW HAS THE COMMISSION’S VIEW OF CIAC CHANGED SINCE
DECISION 54526?

Decision 54526 indicates that CIAC should not be amortized. Since that time, the
Commission has completely reversed its position regarding CIAC amortization. In
fact, every rate case I am aware of includes CIAC amortization. The NARUC

unified Systems of Accounts (published in 1996) also provide for CIAC

8 See page 15 of the Staff Report filed on December 4, 1984 in Docket U-2060-84-036.

10
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amortization. Based on current practice, I can think of no reasonable explanation
as to why a 30 year old un-amortized CIAC balance should be kept on a company’s
books.’

WHAT ARE YOU RECOMMENDING FOR THE COMPANY’S CIAC
BALANCE?

The Company’s internal accounting records indicate that it has a CIAC balance of
$92,754. This is offset by accumulated CIAC amortization of $53,720 providing a
net CIAC amount of $39,034. Schedule 1 shows the derivation of these CIAC
amounts.

BAD DEBT

PLEASE DISCUSS THE ISSUE INVOLVING BAD DEBT.

I noticed that the Company’s original application contained no provision for bad
debt. This struck me as odd since all companies experience at least some level of
non-payment (especially in a state like Arizona, where transient residents are
common). The Company was unaware that bad debt expense could or should be
included in a rate case application.

The Company prdvided me with its test year bad debt expense (tracked by
their billing system), which is included in the schedules I prepared. The test year
level of Bad Debt expense is $4,049. This is just less than 1% of the Company’s
operating revenue. The detail of the $4,049 bad debt expense is included as
Exhibit 2. The $4,049 is a reasonable amount and reflects the Company’s actual
test year bad debt expense. This bad debt expense should be included as a

component of the revenue requirement in this case.

® Conceivable, if the CIAC may have been associated with non depreciating plant (i.c., land) it
should not be amortized. But if that were the case there should have been a $76,247 land balance
for Cordes Lakes in the 1984 case. The 1984 case did not include a $76,247 land balance for
Cordes Lakes.

11
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REAL PROPERTY
PLEASE DISCUSS THE ISSUES INVOLVING LAND IN THIS CASE.

Staff’s Rate base Adjustment No 1 removes $35,665 from plant based on it being
for a lot that is not used or useful. I do not have an issue with this adjustment; the
lot in question is not currently being used by the Company. However, the $35,665
was the entire amount the Company was claiming for land in its application. The
Company owns other parcels of land used in the provision of water utility service
to its customers. Staff’s engineering report indicates that the Company operates
five wells and two booster stations. Each of these facilities has to be located on a
piece of land. Therefore a zero balance for land is unreasonable and not reflective
of reality.

After some inquiry, I was informed that the Company’s internal accounting
records indicate a land balance of $85,599. The Company did not include the full
amount of land balances in its rate case application. Exhibit 3 shows the detail of
the Company’s land balance since 1999.

Removing the $35,665 for the unused lot from the Company’s total land
balance leaves a land balance of $49,934. This is a reasonable amount considering
that the facilities owned and operated by the Company (five wells and two booster
stations) are located on the land. Inclusion of the $49,934 land balance in rate base
is appropriate and consistent with standard ratemaking practices.

INVOICES

PLEASE DISCUSS THE ISSUES INVOLVING STAFF’S ADJUSTMENT
NO 3.

Staff’s adjustment No 3 removes $11,818 of used and useful plant from rate base.
This disallowance is based on: (i) Staff’s decision to classify certain plant additions

as expenses, and (ii) on one invoice inadvertently not being provided by the

12
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Company. The missing invoice is attached to this testimony as Exhibit 4. Staff’s
allocation of the invoiced amounts to expenses is excessive and is not consistent
with normal capitalization procedures. Schedule 2 compares Staff’s proposed
allocations to those proposed by the Company. Schedule 2 also shows that the
Company’s proposed allocation between plant and expenses - along with the
missing invoice - make Staff’s proposed $11,818 disallowance unnecessary.

DOES STAFF JUSTIFY THEIR DECISION TO CLASSIFY CERTAIN
PLANT ADDITIONS AS EXPENSES?

No. Staff simply states that some invoices “included non-capitalized items.”'®
Staff does not explain why it considers certain items to be “non-capitalized.”

For an example of why Staff’s classification of the provided invoices is
unreasonable, let’s consider Invoice No. 108115 for $1,229. This invoice is
attached as Exhibit 5. This invoice includes long lasting plant items such as gate
valves (part # BGV.007) and Meter Valves (part # KV43.342W), and yet Staff
classifies all $1,229 as a repair expense. Capitalization policies vary across
companies. Some companies will capitalize any expenditure above a certain
amount (e.g., $100.) Others employ a policy of capitalizing any expenditure that
increases the life of the plant. Under either of these policies the expenditures in
Invoice No. 108115 would qualify as capital improvements.

RATE CASE EXPENSE

PLEASE DISCUSS YOUR RECOMMENDATION REGARDING RATE
CASE EXPENSE.

The Company’s owners initially attempted to compile and process this rate case

application without outside assistance. However, compounding the problem was

19 Direct Testimony of Mary J Rimback at 9 line 15.

13
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that the Company was allowed to use a short-form application intended for Class D
and E utilities. While Staff’s intentions may have been to allow Cordes Lakes’
owners to avoid the complexities inherent in a full rate case proceeding, it then
proceeded to file nearly 40 pages of complex cost of capital testimony. Moreover,
Staff then recommended a median increase of $.02 for a typical %-inch meter
customer, which is less than one-tenth of one percent, based on a flawed three-
tiered rate structure. Faced with such an unreasonable recommendation that does
nothing to ensure the financial viability of the Company, Cordes Lakes’ owners
determined that outside assistance was indeed necessary. This testimony and the
attached schedules only correct the deficiencies in the case DMAS has identified.
This amount of effort, including the legal expenses necessary to properly process
this case, is estimated to result in }a very reasonable rate case expense of $18,000.
The Company proposes to amortize that expense over three years.

POST TEST YEAR PLANT

PLEASE DISCUSS THE COMPANY’S PROPOSED POST TEST YEAR
PLANT

Since the end of the test year the Company has had to replace multiple pump
motors and install various other electrical equipment. These plant expenditures
total $7,680 to date in 2013 and $8,643 for 2012. The Company proposes adding
the total amount of $16,324 to rate base. This adjustment includes an increase to
accumulated depreciation of $2,641 and to depreciation expense of $1,560. Given
that nearly a year and a half has passed since the end of the test year a post test year
plant adjustment is appropriate. This amount does not represent the total amount of
plant added since the end of the test year, rather it is the amount DMAS was able to
identify and verify within the limited time available to develop this Rebuttal

Testimony.

14
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EXPENSE ADJUSTMENTS
PLEASE DISCUSS THE COMPANIES PROPOSED ADJUSTMENT TO

ACCOUNTING CONTRACTUAL SERVICES.

Most of the Company’s accounting is now done in house by Mr. Neil Folk.
However, because of Mr. Folk’s advanced age the Company is actively seeking a
vendor to supply comprehensive outside accounting services. In DMAS’
experience a typical Class C water utility incurs outside accounting expenses of
$10,000 per year. An adjustment of $6,340 to bring the Company’s current outside
accounting expense, $3,660, up to $10,000 is appropriate in light of this situation.
PLEASE DISCUSS THE COMPANY’S PROPOSED ADJUSTMENT TO
PURCHASED POWER EXPENSE.

The Company is a customer of Arizona Public Service (APS) which had a rate case
conclude on March 24, 2012 (Decision No. 73183.) This decision makes several
changes to APS’ myriad charges and surcharges. On net these changes result in an
increase of $917 per year for Cordes Lakes and the Company is proposing an
adjustment to account for these known and measurable changes.

REVENUE REQUIREMENT AND RATE DESIGN

PLEASE DISCUSS THE COMPANY’S PROPOSED REVENUE
REQUIREMENT.

The Company proposes an increase in revenue of $50,271. This is an increase of
12% over adjusted test year revenue of $420,536.

WHAT RATES ARE THE COMPANY PROPOSING?

Table 1 shows the Company’s proposed rates along with the present rates, as well

as Staff’s proposed rates:

15
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Table 1

Monthly Minimum Charges

Present Rates Staff Proposed Company Proposed

¥ Meter 11.00 11.00 13.52

1” Meter 19.50 19.50 23.35

2” Meter 62.50 62.50 76.82
Commodity Rates % Meters

Tiers by gallons Present Staff Proposed | Company Proposed

Rates

Tier 1 <3K 2.80 2.80 2.81

3K < Tier 2 < 8K 4.30 4.50 4.50

Tier 3 > 8K 5.00 5.40 5.40
Commodity Rates 1” Meters

. Present

Tiers by gallons Rates Staff Proposed Company Proposed

Tier 1 < 18K 4.30 4.50 4.50

Tier 3 > 8K 5.00 5.40 540
Commodity Rates 2” Meters

Tiers by gallons Present Staff Proposed Company Proposed

Rates
Tier 1 <75K 4.30 4.50 4.50
Tier 3 > 75K 5.00 5.40 5.40

WHAT IS THE IMPACT OF YOUR PROPOSED RATES ON

MEDIAN RESIDENTIAL CUSTOMER?

THE

Table 2 below shows the monthly impact on a residential customer with median

usage of Staff’s and the Company’s proposed rates.

Table 2
Median Customer Usage 3088 Gallons
Bill $ Increase
Bill at Present Rates $19.78
Bill at Staff Proposed Rates 19.80 $0.02
Bill at Company Proposed | 22.35 $2.70
Rates
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PLEASE DISCUSS STAFF’S AND THE COMPANY’S PROPOSED RATE
DESIGN.

Staff’s proposed rates result in a $.02 monthly increase for the median residential
customer, and allocates the entirety of the proposed increase to the top two
commodity tiers. This is an unreasonable allocation because it is actually more
likely to result in a revenue decrease rather than a revenue increase. High use
customers are more likely to conserve than other customers. The bulk of Cordes
Lakes customers already use a low amount of water and thus have little room for
conservation. In contrast, the few high use customers can certainly look for ways
to reduce their usage. All it will take is for a few high use customers to cut back on
their usage to completely eliminate the increase recommended by Staff or to
actually result in a decrease. Staff’s unreasonable and highly risky rate design
should not be adopted.

The Company’s proposed rates result in only a $2.70 monthly increase for
the median residential customer. The Company’s proposed rates allocate most (but
not all) of the proposed increase to the monthly minimum charge which leads to
revenue stability. Given the substantial infrastructure investments Cordes Lakes is
faced with, revenue stability is imperative.

Under Staff’s proposed rates, 41% of revenue will come from monthly
minimum charges and 59% from Commodity rates. Under the Company’s
proposed rates 46% of revenue will come from monthly minimum charges and
54% from Commodity rates. Although the Company is not proposing a radically
different rate design, Staff’s allocation of 100% of their proposed increase to the
top two commodity rate tiers substantially enhances the risk to the Company that it

will not earn the authorized revenue requirement, and it should be rejected.

17
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XL

OTHER ISSUES (SURCHARGES, BMPS, AND CC&N APPLICATION)
PLEASE DISCUSS THE SURCHARGES RECOMMENDED IN THE

COMPANY’S APPLICATION.
Due to high levels of water loss Cordes Lakes is in great need of plant investment.
This is not the result of mismanagement, it is simply the result of age. The plant in
the ground is getting old and needs to be replaced. Staff’s Engineering Report
demonstrates that plant additions are necessary to address the water loss issue.'' It
also finds that the Company’s proposed expenditures to deal with these issues to
“be a good starting point.”'> As a result, the Company is proposing that surcharges
be put in place to fund the necessary plant investments.

In its amended application, the Company explains that (1) it was ordered in
its last rate case to investigate mitigating water loss from leaks and old meters, (2)
the Company does not have the finances to fund a major leak reduction effort, and
(3) the plant responsible for most of the leaks was installed prior to 1974. In spite
of these averments, Staff’s accounting witness indicates that the Company “did not
provide any explanation to support” the surcharges."” Staff’s accounting witness
also characterizes the necessary work on water loss as “repairs” and as “normal on-

going costs.”"*

This is a mischaracterization at best. Dealing with plant that is
more than forty years old and that is causing substantial leaks does not require
“repairs” — it requires investments in new plant. Staff’s engineering witness

agrees that the Company’s proposal to spend $30,000 per year over the next two

''See Exhibit DS to the Direct Testimony of Del Smith at page 8.

12 See point 2 under CONCLUSIONS in the Executive Summary of the Direct Testimony
of Del Smith in this Docket.

13 See Exhibit DS to the Direct Testimony of Del Smith at page 8.
14 Direct Testimony of Mary J Rimback at 22.

18
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years addressing this issue is “a good starting point.”’

Yet Staff’s accounting
witness allows only $13,662 for repairs and maintenance expense — for the entire
system — and states that it is sufficient to cover on-going costs.

While the Company believes that a surcharge is appropriate in this case, it is
also aware and understands that the Staff and Commission have not typically
allowed for such surcharges. In order to limit the issues in dispute, and
notwithstanding the contradictions in Staff’s testimony discussed above, the
Company is withdrawing its request for surcharges. However, this discussion
highlights the Company’s need for rate relief in this docket, and clears the record
that the Company did in fact explain its need for the surcharges. Cordes Lakes is
in need of substantial plant investment, which will be untenable if the rates
recommended by Staff are adopted.

Q. PLEASE DISCUSS THE ISSUE CONCERNING BEST MANAGEMENT

PRACTICES (BMPS.)

A. Staff is recommending that the Company file tariffs for five different BMPs.

However, Staff includes no cost recovery for the expenses associated with these
BMPs. The Company’s focus is on addressing the state of its aging distribution
system, and requiring the Company to file these BMP tariffs — especially without
any promise of cost recovery — is an unnecessary burden, and the Company
respectfully requests that the Commission reject Staft’s recommendation.

Q. PLEASE DISCUSS STAFF'S RECOMMENDATION REGARDING A
FUTURE CC&N APPLICATION.

A. Staff is recommending that the Company file a CC&N extension application to

deal with customers it is serving outside of its service territory. As a result of

1 See point 2 under CONCLUSIONS in the Executive Summary of the Direct Testimony of Del
Smith in this Docket.
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‘recent changes to the Commission’s rules and regulations, CC&N applications are

now more time consuming and expensive. Given the water loss issues the
Company is grappling with, the additional expense and effort required to file a
CC&N extension application should be avoided. Neither the Company nor its
ratepayers will be harmed. As a compromise, Cordes Lakes may be willing to file
a Notice of Extension so that the CC&N boundaries can be properly established
and recorded by Staff, but only if the process is streamlined and will not require a
costly expenditure. In the absence of Staff’s willingness to compromise, then the

Company would respectfully requests that Staff’s recommendation not be adopted.

20
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Schedule 1 CIAC and CIAC Amortizatiqn

Date

Total CIAC

12/31/1999
11/30/2000
12/31/2001
12/31/2002
12/31/2003
12/31/2004
11/30/2005
12/31/2006
12/31/2007
12/31/2008
12/31/2009
12/31/2010
12/31/2011
12/31/2012

92753.88

Total CIAC Amortization

-53720

Current CIAC Balance

39034

Amount
79638.88
-4685
-4685
-4685
-4685
13115
-4685
-4685
-4685
-4185
-4185
-4185
-4185
-4185

Balance
79638.88
74953.88
70268.88
65583.88
60898.88
74013.88
69328.88
64643.88
59958.88
55773.88
51588.88
47403.88
43218.88
39033.88




CORDES LAKES WATER COMPANY

Docket No. W-02060A-12-0356

Test Year Ended December 31, 2011

Schedule 2 Analysis of Invoices

2007

2008

2009

2010

Invoices|Plant Per Expenses Plant Per Expenses
Invoice # Date Amount Staff Per Staff per company per company
104306 26-Dec-06 2,076 - - 1265 810
104409 4-Jan-07 908 1,008 1,068 909
105059 8-Feb-07 192 909 - 192
105057 8-Feb-07 953 192 - 858 95
105058 2/8/07 3,304 746 206 2971 333
106690 511107 3,305 2,352 952 3104 200
107178 5/24/07 909 2,514 791 909
17638 6/14/07 1,148 909 - 1066 82
108116 7/10/07 432 - 1,148 431.83
108115 7/10/07 1,229 432 - 865 364
108268 7/18/07 1,966 - 1,229 1229.21
108966 8/2/07 1,436 1,966 - 1436 0
10821 8/14/07 2,481 - 1,436 1858 622
1359A 10/26/07 291 1,825 655 291
1100 11/8/07 65 2N - 65
1359 10/18/07 3,618 65 - 3583 35
|2007 Subtotal : 24,312 13,209 7,485 21,033.04 2,541.23
2944A 2/12/08 1,938 - - 1937 5
3861 3/13/08 3,116 1,938 - 3024 95
4182 3/27/08 538 2,945 171 469 65
4532 4/17/08 1,748 510 28 1748
261 4/30/08 8,688 1,748 - 8687.5
4646 5/1/08| 15,246 8,688 - 15245.83
4033 5/7/08 3,541 15,246 - 3541.14
0 5/23/08 3,416 3,541 - 3415.87
5162 5/23/08 1,750 3,416 - 1749.68
4077 7/7/08 4,370 1,750 - 4369.61
6610 9/2/08 5,259 4,370 - 5258.32
4108 9/4/08 8,119 5,259 - 8119.08
6250 10/22/08 4,389 8,119 - 4388.88
7478 11/19/08 1,236 4,389 - 1235.78
|2008 Subtotal 63,352 61,818 198 63,191 165
8115 1/8/09 822 - - 549 239
9517 5/14/09 591 822 - 549 8
10407 8/12/09 1,207 591 - 1165 17
10975 10/8/09 701 1,168 38 572 130
11488 12/11/09 485 582 119 485
|2009 Subtotal 3,805 3,163 157 3,320 394
12301 3/4/10 1,165 - - 1165.32 -
1919 12/28/10 942 1,165 - 0 942
[2010 Subtotal 2,108 1,165 1,165 942




Difference

2011 2223 6/28/11 1,611 - - 1610.87 0
Contract 2,412 1,611 - 24115 0
|2011 Subtot 4,023 1,611 - 4,022 .
{
Total of Provided Invoices 97,600 81,066 7,841 92,731 4,043
Total Plant Additions per application | 100,635 100,635 |

3,035 7,904
Difference Plus Expenses 10,876 11,946
Missing Invoice {Invoice No. $1016897) Exhf 13,533 13,533
2,658 1,587

Surplus/{Deficit)




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Schedule A
Computation of Increase in
Revenue Requirement

Line Original Cost RCND
1 Adjusted Rate Base $. 222,825 § 222 825
2 Adjusted Operating Income $ (15,122) § (15,122)
3 Current Rate of Return -6.79% -6.79%
4 Required Operating Income $ 23,508 § 23,508
5 Required Rate of Return 10.55% 10.55%
6 Operating Income Deficiency (4 - 2) $ 38,630 $ 38,630
7 Gross Revenue Conversion Factor 1.301 1.301
8 Increase in Gross Revenue Requirements (6 x 7) $ 50,271 §$ 50,271
] Projected
Customer Adjusted Revenue at Revenue % Dollar
. ., Revenue at  Proposed
Classification Increase Due Increase
Present Rates Rates
to Rates

9 3/4" Meter Residential $ 405,243 $§ 454,163 § 48,920 12.07%

10 1" Meter Commercial 2,400 2,737 337 14.06%
11 2" Meter Commercial 5,463 5,881 418 7.65%
12 Unmetered Revenue 8,090 8,090 - 0.00%

13 Total $ 420,536 $ 470,871 § 50,335 11.97%




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Schedule B
Rate base

Company as Staff as Company as

Line Description Filed Adjusted Revised

1 Gross Utility Plant in Service $ 601,634 $ 1,137,023 $ 1,198,775

2 Less: Accumulated Depreciation (139,712) (894,996) (897,637)

3 Net Utility Plant in Service $ 461,922 § 242,027 $ 301,139

4 Less:

5 Meter Advances $ 21,110 $ 21,110 $ 21,110

6 Contributions in Aid of Construction - $ 76,247 $ 92,754

7  Customer Deposits 18,170 18,170 18,170

8§ Add:

9  Amortization of Contributions - - 53,720

10 Deferred Tax Assets - - $ -

I1 Alowance for Working Capital 74,147 - -

12 Total Rate Base $ 496,789 § 126,500 $ 222,825
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENTS for Post Test Year Plant

Pumping Equipment
Depreciation Rate 12.5%

Schedule B-2F

Depreciation
Installed Plant (With half Year
per year Total Installed Plant Convention)
2013 7,680 16,324 1,560
2012 8,644 8,644 1,080
Total 16,324 Accumulated Depreciation 2,641




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Schedule C

Adjusted Test Year Income

Statement

Proposed Adjusted Test
Company as Staff as Company Company as Rate Year With
Line  Acct Description Filed Adjusted Adjustments Revised Increase Rate Increase
Operating Revenues:

1 461 Metered Water Revenue $ 403,353 § 412,446 § - $ 412,446 § 50,271 § 462,717

2 460 Unmetered Water Revenue - - - - . .
3 474 Other Water Revenue 640 8,090 - 8,090 - 8,090

4 Received For Contract Labor 167,692 - - - - -
5 Total Operating Revenue $ 571,685 $ 420,536 $ - $ 420,536 $ 50271 $ 470,807

6 Operating Expenses:

7 601 Salaries and Wages 3 309,095 § 141,403 § - $ 141403 8 - $ 141,403
Contract Labor 10,312 10,312 - 10,312 - 10,312
8 604 Employee Pensions and Benefits 29,422 29,422 - 29,422 - 29,422

9 610 Purchased Water - - - - - -
10 615 Purchased Power 31,723 31,723 917 32,640 - 32,640

i1 618 Chemicals - - - - - -
12 Repairs and Maintenance 12,650 13,662 - 13,662 - 13,662
13 621 Office Supplies and Expense 14,491 14,491 - 14,491 - 14,491
14 630 Contractual Services - Billing 24118 24,118 - 24,118 - 24,118
15 Contractual Services - Accounting 3,660 3,660 6,340 16,000 - 10,000
16 Contractual Services - Computer Programmin 3,511 3,511 - 3,511 - 3,511
17 Water Testing 1,806 5,858 - 5,858 - 5,858
18 640 Rents 28,150 28,150 - 28,150 - 28,150
19 650 Transportation Expenses 8,995 8,995 - 8,995 - 8,995
20 Insurance - General Liability 33,033 33,033 - 33,033 - 33,033
Insurance - Health and Life 14,936 14,936 - 14,936 - 14,936
21 665 Rate Case Expense - - - 6,000 - 6,000

Regulatory Expense - - - - - -
22 670 Bad Debt Expense - - - 4,049 - 4,049
23 675 Miscellaneous Expenses « Permits 2,000 2,000 - 2,000 - 2,000

Miscellaneous Expenses - Travel - - - - - -
Miscellaneous Expenses - Utilities Except Ele 3,391 3,391 - 3,391 - 3,391
Miscellaneous Expenses - Bank Charges 1,304 1,304 - 1,304 - 1,304
Miscellaneous Expenses - Payroll Services 859 859 - 859 - 859
24 403 Depreciation Expenses 37,195 18,547 2,961 21,508 - 21,508
25 Payroll Taxes 175 175 - 175 - 175
26  408.11 Property Taxes 18,187 23,429 - 23,428 936 24,364
27 409 Income Taxces 45 1,362 - 1,362 6,081 7,443
28 427.4 Interest Expense - Customer Deposits - 1,050 - 1,050 - 1,050
29 Total Operating Expenses $ 589,058 % 415391 § 10,218 § 435658 §$ 7,017 § 442,675
28 OPERATING INCOME/(LOSS) s (17.373) $ 5145 § PR (15,122) § 43254 3 28,132



CORDES LAKES WATER COMPANY Schedule C-3
Docket No. W-02060A-12-0356 [ ion of Gross R [ ion Factor
Test Yaar Ended December 31, 2011
LINE A} ®) ©) )
ho. QESCRIPTION
Calculation of Gross Revenue version Factor,
1 Revenue 100.0000%
2 Uncollecible Factor (Line 11) 0.7614%
3 Revenues (L1-12) 99.2386%
4 Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22) 22.3951%
5  Subtotal (L3 - L4} 76.8435%
6 Revenue Conversion Factor {L1/15) 1.301346
Galeuiation of Uncoffectible Factor.
7 Unity 100.0000%
8 Combined Federal and State Tax Rate (Line 17) 20.9228%
9 One Minus Combined income Tax Rate (L7 - L§ ) 798.0772%
10 Uncollectible Rate 0.9629%
11 Uncollectible Factor (LS * L10) 0.7614%
Calculation of Effective Tax Rate:
12 Operating income Before Taxes (Arizona Taxable Income) 100.0000%
13 Anzona State income Tax Rate 6.9680%
14 Federal Taxable income (L12 - 113) 93.0320%
15 Applicabie Federal income Tax Rate (Line 53) 15.0000%
16 Effective Federal Income Tax Rate (L14 x L15) 13.9548%
17 Combined Federal and State Income Tax Rate (L13 +L.16) 20.9228%
Caleulation of Effective Tax Fact
18 Unity 100.0000%
19 Combined Federal and State Tax Rate (Line 17) 20.9228%
20 One Minus Combined income Tax Rate (L18 - L19) 79.0772%
21 Property Tax Factor (MJR-17, L24) 1.8618%
22 Effective Property Tax Factor (L 21 *L 22) 1.4723%
23 Combined Federal and Stale Tax and Property Tax Rate (L17+L22) 22.3951%
24 Required Operating Incoma (Schedule MJR-1, Line 5) $ 23,508
25 AdjustedTVest Year Operating Income {Loss) {Schedule MJR-11, Line 40) $ 16,122)
26 Required Increase in Operating income (L24 - L25) $ 38,630
27 Income Taxes on Recommended Revenue (Cal. (D), L52) $ 7.443
28 Income Taxes on Test Year Revenue (Col. (B), L52) $ (2,879)
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $ 10,322
30 Recommended Revenue Requirement (Schedule MJR-1, Line 10) $ 470,807
31 Uncoliectible Rate (Line 10) 0.9629%
32 L i P on Revenue (L24 " 125) $ 4,533
33 Adjusted Test Year Uncollectibie Expense $ 4,049
34 Required increase in Revenue 1o Provide for Uncollectible Exp. (L32 - L33) $ 484
35 Property Tax with Recommended Revenue (MJR-17, L18) % 24 364
36 Property Tax on Test Year Revenue (MJR-17, L 16) $ 23,428
37 increasee in Property Tax Due fo Increase in Revenue (MJR-17,1L22) $ 936
38  Total Required Increase in Revenue (L26 + (29 + L34+L37) $ 50,372
Calculation of Income Tax: Test Year Recommended
39 Revenue (Schedule MJR-11, Col.{C), Line 5 & Sch. MJR-1, Col. (B), Line 10) $ 420,536 § 50,271 § 470,807
40 Operating Expenses Excluding Income Taxes $ 434,298 $ 435232
41 Synchronized Interest (L47) $ - $ -
42 Arizona Taxable income (L36 - L317- L38) 3 (13,760) $ 35,575
43 Arizona State Income Tax Rate 6.9680% 6.9680%
44  Arzona Income Tax (L39 x L40) $ (959) $ 2479
45  Federal Taxabie income (L42- L43) $ (12,801) $ 33,096
46 Federat Tax on First Income Bracket ($1 - $50,000) @ 15% $ (1,920) $ 4,964
47 Federal Tax on Second Income Bracket (850,001 - $75,000) @ 25% 13 - $ -
48  Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 3 - $ -
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% $ - $ -
50 Federal Tax on Fifth Income Bracket (§335,001 -$10,000.000) @ 34% $ - $ -
§1 Totai Federal income Tax S (1,920} $ 4,964
52 Combined Federal and State income Tax (L44 + L51) $ 52,8792 $ 7,443
53 Applicable Federal Income Tax Rate [Cot. (D), L51 - Col. (B}, L51]/ [Col. (C}, L45 - Col. (A), L45] 15.0000%
54 Rate Base (Schedule MUR-3, Col. (C), Line 17) $ 222,825
55 Weighted Average Cost of Debt 0.00%
58 Synchronized Interest (L54 X L56) $ -




CORDES LAKES WATER COMPANY Schedule C4

Docket No. W-02060A-12-0356

Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #5 - PROPERTY TAXES

LINE COMPANY COMPANY
NO. |Property Tax Calculation AS ADJUSTED RECOMMENDED
1 Company Adjusted Test Year Revenues - 2011 $ 420,536 $ 420,536
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 841,072 $ 841,072
4 Company Recommended Revenue, Per Schedule MJR-1 420,536 $ 470,807
5 Subtotal (Line 4 + Line 5) 1,261,608 1,311,879
6 Number of Years 3 3
7 Three Year Average (Line 5/ Line 6) 420,536 437,293
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 841,072 874,586
10 Plus: 10% of CWIP - - -
11 Less: Net Book Value of Licensed Vehicles 2,171 2,171
12 Full Cash Value (Line 8 + Line 10 - Line 11) 838,901 $ 872,415
13 Assessment Ratio 20.0% 20.0%
14 Assessment Value (Line 12 * Line 13) 167,780 $ 174,483
15 Composite Property Tax Rate 13.9638% 13.9638%
$ -

16 Company Test Year Adjusted Property Tax (Line 14 ® Line 15) $ 23,428
17
18
19 Property Tax - Company Recommended Revenue (Line 14 * Line 15} $ 24,364
20 Company Test Year Adjusted Property Tax Expense (Line 16) $ 23,428
21 Increase in Property Tax Expense Due to Increase in Revenue Requirement $ 936
22 Increase to Property Tax Expense $ 936
23 Increase in Revenue Requirement 50,271

24 Increase to Property Tax per Dollar Increase in Revenue (Line22/Line 23)

1.861840%



CORDES LAKES WATER COMPANY Schedule C-5
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Rate Case Expense
Expense 18,000
Ammortization Period (years) 3
6000




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Line
No.

O NN NN -

NRA R AR RN RN NN - @ aa A A s
® U ONEON SOOI NBELNDO®

ACCT
NO,

RIPTH

Plant in Service

301
302
303
304
305
308
307
308
309
310
311
320
330
331
333
334
335

Organization

Franchises

Land and Land Rights

Structures & Improvements
Collecting & Impounding Reservoirs
Lakes, Rivers, Other intakes
Wells and Springs

Infiltration Galleries and Tunnels
Supply Mains

Power Generation Equipment
Pumping Equipment

Water Treatment Plant
Distribution Reservoirs & Standpipes
Transmission & Distribution Mains
Services

Meters & Meter Installation
Hydrants

Backfiow Prevention Devices
Other Piant & Misc. Equipment
Office Furniture & Equipment
Transportation Equipment

Stores Equipment

Tools, Ship & Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

Other Tangible Plant

Add Back
Depreciable  Amounts from Depreciable
Amount Staff Rate base Amount Depreciation Depreciation
Amount Per Staff Adjustment #3  Per Company Rate Expense
$ - $ - $ - $ - 0.00% $ -
- - - - 0.00% -
- - - - 0.00% -
6,657 4,400 - 4,400 3.33% 147
- - - - 2.50% -
- - - - 2.50% -
167,348 151,979 - 151,979 3.33% 5,061
- - - - 6.67% -
- - - - 2.00% B
- - - - 5.00% -
26,588 16,030 - 16,030 12.50% 2,004
- - - - 3.33% -
141,632 94,458 - 94,458 2.22% 2,097
581,937 18,442 (3,898) 15,544 2.00% 31
19,350 - - - 3.33% -
54,817 47,078 16,025 63,103 8.33% 5,256
- - - - 2.00% -
- - - - 6.67% -
60,550 60,550 1,235 61,785 6.67% 4,121
6,101 6,101 926 7.027 6.67% 469
71,461 2412 - 2,412 20.00% 482
- - - - 4.00% -
- - - - 5.00% -
- - - - 10.00% -
- - - - 5.00% -
- - - - 10.00% -
682 - - - 10.00% -
- - - - 0.00% -
Total Depreciation Expense $ 19,948 a
Staff Depreciation Expense $ 18,547 b
Adjustment for Reversal of Staff Rate base Adjustment#3 § 1,401 c=a-b
Depreciation Expense Associated With Post Test Year Plant § 1,560 d
TOTAL ADJUSTMENT $ 2,961 e=d+c



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Present Rates

Schedule H-3

-Proposed Rates-

Company Company
Monthly Usage Charge Application Staff Revised
5/8" x 3/4" Meter N/A N/A N/A
3/4” Meter 11.00 13.50 11.00 $ 13.65
1" Meter 19.50 24.50 19.50 $ 2358
14" Meter 39.00 48.75 3900 $ 4840
2" Meter 62.50 78.00 6250 § 77.56
3" Meter 125.00 156.00 12600 $ 15511
4" Meter 220.00 275.00 22000 $ 273.00
6" Meter 390.00 485.00 38000 $ 483.95
Commodity Rate Charge
3/4" Meter
Tier 1 From 0 to 3,000 gallons 2.80 3.30 2380 2.81
Tier 2 From 3,001 to 8,000 galic 4.30 525 450 450
Tier 3 Over 8,000 gallons 5.00 6.00 540 5.40
1 Meter :
Tier 1 From 0 to 18,000 gallons 4.30 5.25 450 4.50
Tier2 Over 18,000 gallons 5.00 6.00 540 5.40
1%" Meter
Tier 1 From 0 to 43,500 gallons 4.30 525 4.50 4.50
Tier 2 Qver 43,500 gallons 5.00 6.00 5.40 5.40
2" Meter
Tier 1 From 0 to 75,000 gallons 4.30 5.25 4.50 4.50
Tier 2 Over 75,000 gallons 5.00 6.00 5.40 5.40
3" Meter
Tier 1 From 0 to 160,000 gallon: 4.30 525 450 4.50
Tier 2 Over 160,000 gatlons 5.00 6.00 5.40 5.40
4" Meter
Tier 1 Fram 0 to 280,000 gallon: 4.30 525 450 450
Tier 2 Over 290,000 gallons 5.00 6.00 540 5.40
6* Meter
Tier 1 From 0 to 530,000 gallon: 430 5.25 4.50 4.50
Tier 2 Over 530,000 gallons 5.00 6.00 5.40 5.40
Gallons Included in Minimum [ 0 [} 0
Present Rates Company and Staff
Service Meter
Service Line and Meter Instailation Charges Total Line Installation Total
5/8" x 3/4" Meter NT N/T NT NT
3/4” Meter 520.00 426.00 198.00 624.00
1" Meter 610.00 486.00 246 .00 732.00
1%" Meter 855.00 528.00 498.00 | 1,026.00
2" Meter 1,515.00 720.00 1,098.00 1,818.00
2" Meter 2,195.00 930.00 1,764.00 | 2,694.00
3" Meter 2,195.00 930.00 1,764.00 2,694.00
3" Meter 6,115.00 1,332.00 270000 403200
4" Meter 3,360.00 1,332.00 2,700.00 4,032.00
4" Meter 3,020.00 1,050.00 1,870.00 3,020.00
6" Meter 6,115.00 2,000.00 5,350.00 7.350.00
6" Meter (Compound) 5,960.00 1,250.00 471000  5960.00
8" Meter (Turbine) Cost Cost Cost Cast
10" Meter {Turbine) Cost Cost Cost Cost
12" Meter (Turbine) Cost Cost Cost Cost

Service Charges

Establishment

Establishment (After Hours)
Reconnection (Delinguent)
Reconnection (Delinguent) After Hours

NSF Check

Meter Re-Read (If Correct)

Meter Test (if Corvect)

Deferred Payment (per Month)

Present Rates Company and Staff

$25.00
$35.00
$15.00
$25.00
$12.50
$10.00
$25.00
1.5%

$30.00
NT -
$20.00
NT
$15.00
$12.00
$30.00

wes

“ Per Commission Rules (R14-2-403.B)
** Months off system times the minimum (R14-2403.D)
*** 1.5% on the unpaid balance per month
e 2.00% of Manthly Minimum for a Comparable Sized Meter Connection,
but no fess than $10.00 per month. The Service Charge for Fire Sprinkler:
is only applicable for service lines seperate and distinct from the primary
water service line.



CORDES LAKES WATER COMPANY Schedule H-4
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Median Customer Usage

3088 Gallons
% Increase % Increase
Bill at present rates $ 1978
Bill at Staff's Proposed Rate $ 1980 $ 0.02 0.09%

Bill at Company's Proposed Rates $ 2248 $ 2.70 13.64%

Average Customer Usage

4169 Gallons
$ Increase % Increase
Bill at present rates $ 2443
Bill at Staff's Proposed Rate $ 2466 $ 0.23 0.96%

Bill at Company's Proposed Rates $ 2734 § 2.91 11.93%
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Matthew Rowell
PO Box 51628
Phoenix, AZ 85076
480 961 5484 or 602 762 0100
mattrowell@cox.net

Professional History

e Desert Mountain Analytical Services, PLLC (DMAS) 2007 — Present
Managing Member

DMAS is a small consulting firm specializing in utility finance, ratemaking and other
regulatory issues. DMAS’ clients range in size from large multinational corporations to
small rural utilities.

e Arizona Corporation Commission 1996 to 2007

Chief Economist (July 2001 to February 2007)
Analyzed and produced testimony or staff reports on a wide variety of utility issues.
Supervised a staff of nine professionals with similar responsibilities.

Economist (October 1996 to July 2001)
Analyzed and produced testimony or staff reports on a wide variety of utility issues.

Education

¢ Master of Science and ABD Economics, 1995, Arizona State University.
Successfully completed all course work and exams necessary for a Ph.D. Course work
included an emphasis in industrial organization and extensive experience with statistical
analysis, public sector economics, and financial economics.

¢ Bachelor of Science Economics, 1992, Florida State University.
Minors: Philosophy, Statistics.

Certifications

Certified Rate of Return Analyst designation awarded by the Society of Utility and Regulatory
Financial Analysts based on experience and successful completion of a written examination.


mailto:mattrowell@cox.net

EXHIBIT 1

List of Specific Projects

Global Water Resources

Provided expert testimony regarding Global’s cost of capital and rate consolidation. Created
the bill-count data necessary for rate design. Consulted on the totality of schedules and
testimony, Docket No. SW-20445A-12-0309.

Provided expert testimony regarding Global’s financial viability and regulatory status before
an arbitration panel. American Arbitration Association Case Nos. 76 198 Y 0104 11JMLE
and 76 198 Y 0105 11 JMLE.

Provided strategic advice and analysis to Global re the ACC’s ongoing water workshops.

Rate case testimony: Cost of Capital, Rate Consolidation, treatment of Infrastructure
Coordination and Finance Agreements, Docket No. W-20446A-09-0080.

Prepared and sponsored testimony on Global’s Notice of Intent to Restructure, Docket No.
W-20446A-08-0247.

Provided strategic guidance regarding the Arizona Water complaint against Global, Docket
No. W-01445A-06-0200.

Ray Water Company, Inc.

Provided expert testimony regarding Ray Water Company’s cost of capital, Docket No.
W-01380A-12-0254.

EPCOR Utilities, Inc.

Provided strategic advice on the Arizona regulatory environment as it relates to EPCOR’s
purchase of Arizona utilities.

Rio Rico Properties
Testimony in the Rio Rico Utilities rate case, Docket No. WS-02676A-09-0257.

Residential Utility Consumer Office

Testimony re affiliate relations in the Litchfield Park Service Company Rate Case, Docket
No. SW-01428A-09-0103.

Other

Assisted with financial analysis, rate design and other rate case testimony and schedules for
East Slope, Antelope Run, Indiada, Southland, Valle Verde and other small water companies.

ACC Staff

APS Rate Case E-01345A-05-0816: Provided testimony on staff’s position on APS’
proposed Environmental Improvement Charge. Also acted as the overall case manager and
was responsible for coordinating all of staff’s testimony.

APS Application to acquire a power plant in the Yuma area E-01345A-06-0464: Provided
testimony detailing Staff’s position on the application.



EXHIBIT 1

Southern California Edison’s application to build a high voltage power line linking Arizona
to Southern California L-00000A-06-0295-00130: Provided testimony detailing the potential
economic effects of SCE’s proposed power line.

Managed Staff’s case (including negotiating a settlement agreement) in APS’ 2003 rate case.

Negotiated (along with other Staff members) the settlement between staff and Qwest
regarding three enforcement dockets.

Supervised the “independent monitor” of APS’ and Tucson Electric Power’s wholesale
power procurement.

Staff’s lead witness in the Commission’s reevaluation of the electric competition rules which
resulted in the suspension of APS’ and TEP’s obligation to divest their generation assets (E-
00000A-02-0051.)

Acted as Chairman of the Commission’s Water Task Force.

Accipiter’s complaint against Cox Communications regarding the Vistancia development T-
03471A-05-0064: Provided testimony regarding Accipiter’s allegations concerning Cox’s
dealings with the developers of Vistancia.

Provided testimony on Qwest’s noncompliance with the Commission’s wholesale rate order.

Managed Staff’s case regarding Qwest’s alleged noncompliance with the Federal
Telecommunications Act.

Supervised the testing of Qwest’s operational support systems (OSS) and the development of
Qwest’s Performance Assurance Plan as part of Qwest’s compliance with Section 271 of the
Federal Telecommunications Act.

Provided testimony on the geographic de-averaging of Qwest’s Unbundled Network Element
prices.
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Exhibit 4
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Exhibit 5
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ain Analvtic:

May 22, 2013

PURPOSE

This letter is to confirm the understanding of the terms and objectives of the
engagement between Cordes Lakes Water Company (“Cordes” or "Company"), and
Desert Mountain Analytical Services, PLLC ("DMAS"); as well as the nature and
limitations of the services that DMAS will provide.

SERVICES PROVIDED

Set up the books and records on an accrual basis so that they accurately reflect
regulatory/NARUC guidelines. On an ongoing basis, DMAS will evaluate, as the
Company sees fit, those bocks and records to determine if transactions are being
recorded properly for regulatory purposes,

FEES AND BILLING

DMAS services are retained to provide regular review of the books and records
as well as completion of annual regulatory reports based upon those books and
records. The rate for these services will be $100 per hour, and the estimate of time
required annually would be approximately 15 hours per quarter as well as the cost to file
the annual reports.

For Cordes Lakes:

QI /6‘% Date é//(//g

PO Poxsiézs Ahwatukee, A7 85076-1628
Phote & Fax ~ 480.961.5484
sl sonncpa®@coxnet




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Schedule A Revised For Hearing
Computation of Increase in
Revenue Requirement

Line Original Cost RCND
1 Adjusted Rate Base $ 222825 §$ 222,825
2 Adjusted Operating Income $ (9,416) $ (9,416)
3 Current Rate of Return -4.23% -4.23%
4 Required Operating Income $ 23,508 § 23,508
5 Required Rate of Return 10.55% 10.55%
6 Operating Income Deficiency (4 - 2) $ 32,924 % 32,924
7 Gross Revenue Conversion Factor 1.297 1.297
8 Increase in Gross Revenue Requirements (6 x 7) $ 42,687 $ 42,687
Customer Adjusted Revenue at ?:i:ﬁt:;l % Dollar
Classification Revenueat  Proposed Increase Due Increase
Present Rates Rates to Rates

9 3/4" Meter Residential $ 405,243 $§ 446,879 $ 41,636 10.27%
10 1" Meter Commercial 2,400 2,679 279 11.63%
11 2" Meter Commercial 5,463 5,849 386 7.07%
12 Unmetered Revenue 8,090 8,090 - 0.00%
13 Total $ 420,536 $ 463,496 § 42,960 10.22%




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Schedule B Revised For Hearing

Rate base

Company as Staff as Company as

Line Description Filed Adjusted Revised

1 Gross Utility Plant in Service $ 601,634 $ 1,137,023 $ 1,198,775

2 Less: Accumulated Depreciation (139,712) (894,996) (897,637)

3 Net Utility Plant in Service $ 461,922 242,027 $ 301,139

4 Less:

5 Meter Advances $ 21,110 21,110 § 21,110

6 Contributions in Aid of Construction - 76,247 $ 92,754

7 Customer Deposits 18,170 18,170 18,170

8 Add:

9  Amortization of Contributions - - 53,720

10 Deferred Tax Assets - - -

11 Allowance for Working Capital 74,147 - -

12 Total Rate Base $ 496,789 126,500 $ 222,825




“Auedurod ay) Aq patdasoe jou aie K3y se pepnjoul jou 8Je G pue £ # syuaunsnipy yeis,

628'22¢ __ $ UpL'vl) $ (b82'55s) ¢ 2/87285 ¢ (Goose) S 069405 S eseq aley 1900 (euiblo 6
-4

- (yL'vl) - - - Wl've ieydeo Buptopy 2
- - sjessy xe| pausjeq O
- . - - . - sabieyd soueuly pezioeun gy

aay vy

oZL'sl - - - - (73513

BITXel paisjeg  Zy

w—_wonmﬁ_ Jswosny  Lp
oLL'1g - - - - oLL'Lz Sa0UBADY BB Ob
yE0'6¢ - - - - PE0'6E (921- 527) OVID 19N €
ozL'es - - - - ozl'es uoyeziouny pajeinunooy 18887 8¢
¥sL'Z6 $ - $ - [ $ - $ ¥5.26 $ (ov12) uoy 040 PIY Ul muod ¢
: TETT %€
53
: 6ELIOE  § €89€l [ $ (v82552) § ¢/B¢sS  § (G00GE) S oG8 LS © (2£71-087) sowes ul el 1N b
; €€
189268 \e'e - ¥82'66. - - TLi'selL uogeivaidaq) paejnunaay ss87  Zg
e
614'861'} ¥2e'oL - - 2.8'286 (599's¢e) 896'159 018 Ul Jueld BjoL  OF
- - - - - - - eld aiqibue sayio ave 6z
28s - - - 286 - - juswidinb3 snosueyadsty 1ve 8z
- - - - - - - wawdinbg uonesjunumuoy obe yird
- - - - - - - Jawdinb3 pajesadg somay Ghe <74
- - - - - - - ustudinby Aiojesoge e 5z
- - - - - - - Waiwdinb3 abesen g diyg 'sjoo). £ve 174
- - - - - - - uswdinb3 saio)g Zre 4
3 4] - - - - - Lob'Ls Jwawdinb3 voneyodsue. Lve <4
£20'L - - - - - 2202 Wwawdnb3 g ainyuing soi0 ove 1z
Sle'ss - - - - - SLE'6S Juewdinb3 ISIN B JUBId JSUO 8EE 0z
- - - - - - - $821A8( UonUaAaly mo|poeg Q9EE [:]8
- - - - - - - sweipAn =13 8L
Tr8'oL - - - - - Zr8'0s vonejeisu| JSIS | B siejen yee i
) 0sE'6lL - - - 0se'sl - - saomsg eee @
6€0'8.8 - - - 0v6'295 - 660'GL SUIBY UOUNQUISIC B UOISSILISURI) 1ee sk
2e0'LylL - - - - - 29 LbL sadidpue)s B SHOAIRSEY UonNquIsiq oge vl
- - - - - - - eI owneal] ISIEM oze €l
cle'zy vee'ol - - - - 885'02 juswdinb3 Buidwing e zi
- - - - - - - Juswdinb3 uoeIauag) Jamod oLe [
- - - - - - - i sulepy Aiddng 80¢ ot
- - - - - - - Sleuun] pue saua||eD) uones)u| 80¢ 8
| 8vE'L01 - - - - - 8re' 291 s6uds pue siom L0¢€ 8
| - - - - - - SN SISO 'SISAY 'sexe 90 L
- - - - - - - sitonpsay Buipunodw g Bunoajjod 50¢ 9
269'g - - - - - 269'9 sjuaweAoidw| g sainjonig YOE [
yee'er - - - - {599'cg) 665'58 sby pue’} pue pue sog 4
- - - - - - - sesiyouely 20 €
- $ - $ - $ - $ - ¢ - $ - $ uonezvefio 108 4
3
FOATTS NTINV I
342-949S Jod [ OL-UrW 495 339 | 8-UrW U5S 4o | S-urW 498 498 | G-uri WS 398 |  TISIATH SV NOILdrEos3a "ON ON
Qalsnray L#rav 9% rav v# rQv z# rav 1# rav ANVINGD L0V ann
ANVAWOD Jeapiselisod  ended Bunuopm 1dag ooy s B pasn  pue say g 00y
1 (4] )] [3l [ol [] [v}

«slaiysnipy yas [9) - 8]
SINIWLSNIaY ISVE JLVH 180D TYNIDINO 40 AUVWWNS
L10Z L€ Jaquia0aQ PApU3 JeaA 1531

9S£0-Z1-¥03020-M "ON 19%%0Q
BuLiBag Jog pasiaay 7-g Anpayag ANVAWOO ¥I1VM SNV SIAYOD




CORDES LAKES WATER COMPANY Schedule B-2F

Docket No. W-02060A-12-0356 Revised For Hearing
Test Year Ended December 31, 2011

| RATE BASE ADJUSTMENTS for Post Test Year Plant

Pumping Equipment

Depreciation Rate 12.5%
Depreciation
Installed Plant (With half Year
per year Total Installed Plant Convention)
2013 7,680 16,324 1,560
2012 8,644 8,644 1,080

Total 16,324 Accumulated Depreciation 2,641



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356

Schedule C Revised For Hearing

Adjusted Test Year Income

: Test Year Ended December 31, 2011 Statement
|
‘ Proposed Adjusted Test
‘ Company as Staff as Company Company as Rate Year With
Line  Acct Description Filed Adjusted  Adjustments Revised Increase Rate Increase
Operating Revenues:
1 461 Metered Water Revenue $ 403353 $ 412446 $ - $ 412,446 $ 42687 $ 455,133
2 460 Unmetered Water Revenue - - - - - -
3 474 Other Water Revenue 640 8,090 - 8,090 - 8,090
4 Received For Contract Labor 167,692 - - - - -
5 Total Operating Revenue $ 571,685 $ 420,536 $ - $ 420,536 $ 42687 $ 463,223
6 Operating Expenses:
7 601 Salaries and Wages $ 309,095 $ 141,403 $ - $ 141,403 § - $ 141,403
Contract Labor 10,312 10,312 - 10,312 - 10,312
8 604 Employee Pensions and Benefits 29,422 29,422 - 29,422 - 29,422
9 610 Purchased Water - - - - - -
10 615 Purchased Power 31,723 31,723 917 32,640 - 32,640
11 618 Chemicals - - - - - -
12 Repairs and Maintenance 12,650 13,662 - 13,662 - 13,662
13 621 Office Supplies and Expense 14,491 14,491 - 14,491 - 14,491
14 630 Contractual Services - Billing 24,118 24,118 - 24,118 - 24118
15 Contractual Services - Accounting 3,660 3,660 6,340 10,000 - 10,000
16 Contractual Services - Computer Programmin 3,511 3,511 - 3,511 - 3,511
17 Water Testing 1,806 5,858 - 5,858 - 5,858
18 640 Rents 28,150 28,150 - 28,150 - 28,150
19 650 Transportation Expenses 8,995 8,995 - 8,995 - 8,995
20 Insurance - General Liability 33,033 33,033 - 33,033 - 33,033
Insurance - Health and Life 14,936 14,936 - 14,936 - 14,936
21 665 Rate Case Expense - - - 6,000 - 6,000
Regulatory Expense - - - - - -
22 670 Bad Debt Expense - - - 2,528 280 2,809
23 675 Miscellaneous Expenses - Permits 2,000 2,000 - 2,000 - 2,000
Miscellaneous Expenses - Travel - - - - - -
Miscellaneous Expenses - Utilities Except Ele 3,391 3,391 - 3,391 - 3,391
Miscellaneous Expenses - Bank Charges 1,304 1,304 - 1,304 - 1,304
Miscellaneous Expenses - Payroll Services 859 859 - 859 - 859
24 403 Depreciation Expenses 37,195 18,547 2,961 21,508 - 21,508
CIAC Amortization - - - (4,185) - 4,185)
25 Payroll Taxes 175 175 - 175 - 175
26  408.11 Property Taxes 18,187 23,429 - 23,428 795 24,223
27 409 Income Taxes 45 1,362 - 1,362 5,659 7,021
28 427 4 Interest Expense - Customer Deposits - 1,050 - 1,050 - 1,050
29 Total Operating Expenses $ 589,058 § 415391 $ 10,218 $ 429952 $ 6,734 $ 436,686
28 OPERATING INCOME/(LOSS) $ (17,373) § 5145 § - $ (9,416) $ 35953 $ 26,537




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

LINE
NO.

DA W N

18
19
20
21
22
23

24
25
26

27
28
29

30
31
32
33
34

35
36
37

38

39
40
41
42
43
44
45
46
47
48
49
50
51
52

53

54

55
56

DESCRIPTION

Calculation of Gross Revenue Conversion Factor:
Revenue

Uncollecible Factor (Line 11)

Revenues (L1 - L2)

Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)

Subtotal (L3 - L4)
Revenue Conversion Factor (L1 / L5)

Calculation of Uncollectible Factor:

Unity

Combined Federat and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8 )
Uncollectible Rate

Uncollectible Factor (L9 * L10)

Calculation of Effective Tax Rate:

Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate

Federal Taxable Income (L12 - L13)

Applicable Federal Income Tax Rate (Line 53)

Effective Federal iIncome Tax Rate (L14 x L15)

Combined Federal and State income Tax Rate (L13 +L16)

Calculation of Effective Property Tax Factor

Unity

Combined Federal and State Tax Rate (Line 17)

One Minus Combined Income Tax Rate (L18 - L19)

Property Tax Factor (MJR-17, L24)

Effective Property Tax Factor (L 21 * L 22)

Combined Federal and State Tax and Property Tax Rate (L17+L22)

Required Operating Income (Schedule MJR-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule MJR-11, Line 40)
Required Increase in Operating Income (L24 - L25)

Income Taxes on Recommended Revenue (Col. (D), L.52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue ta Provide for Income Taxes (L27 - L28)

R 1ded R Requi hedule MJR-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible E; on R dR (124 * L25)

Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33)

Property Tax with Recommended Revenue (MJR-17, L19)
Property Tax on Test Year Revenue (MJR-17, L 16)
Increasee in Property Tax Due to Increase in Revenue (MJR-17, L22)

Tota! Required increase in Revenue (L26 + L29 + L34+L.37)

Calculation of Income Tax:

Revenue (Schedule MJR-11, Col.(C}, Line 5 & Sch. MJR-1, Col. (B), Line 10)
Operating Expenses Excluding Income Taxes

Synchronized Interest (L47)

Arizona Taxable income (L36 - L317- L38)

Arizona State Income Tax Rate

Arizona Income Tax (L39 x L40)

Federal Taxable Income (L42- L43)

Federal Tax on First Income Bracket ($1 - $50,000) @ 15%

Federal Tax on Second income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 38%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax

Combined Federal and State Income Tax (L44 + L51)

Schedule C-3 Revised For Hearing

of Gross R C

A

__ 100.0000%
0.4754%
99.5246%
22.3951%
77.1295%

1.296521

100.0000%
20.9228%
79.0772%

0.6012%
0.4754%

100.0000%
6.9680%
93.0320%
15.0000%

T taosds%
—200228%

100.0000%
20.9228%
79.0772%
1.8618%
1.4723%

$ 23,508

S 4
$

$ 7.021

$ (1.685)
$

S 463223
0.6012%
2,785
2,528

@ ®e

$

$ 24,223
$ 23,428
$

$
Test Year

420,536 $
428,590

H|p P

(8,054)

6.9680%
$

(7.493)

(1.124)

Applicable Federal income Tax Rate [Col. (D), L51 - Col. (8), L51]/ [Col. (C), L45 - Col. (A), L45]

Calculation of Interest Synchronization:
Rate Base {Schedule MUR-3, Col. (C), Line 17)

Weighted Average Cost of Debt
Synchronized Interest (L54 X L56)

$ 222,825
0.00%
$ _

®) ©)

22.3951%

32,924

8,706

257

795

42,682

Recommended
42687 $ 463,223
$ 429,665

$ -

$ 33,558
6.9680%

(561)
31,219
4,683

P APBN NP

(1,124)
1,685)

$

$

Factor

D)

2,338

4,683
7,021

15.0000%



CORDES LAKES WATER COMPANY Schedule C-4 Revised For Hearing
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #5 - PROPERTY TAXES

LINE COMPANY COMPANY
NO. |Property Tax Calculation AS ADJUSTED RECOMMENDED

1 Company Adjusted Test Year Revenues - 2011 $ 420,536 $ 420,536
2 Weight Factor 2 2
3 Subtotal (Line 1 *Line 2) 841,072 $ 841,072
4  Company Recommended Revenue, Per Schedule MJR-1 420,536 $ 463,223
5 Subtotal (Line 4 + Line 5) 1,261,608 1,304,295
6 Number of Years 3 3
7  Three Year Average (Line 5/ Line 6) 420,536 434,765
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value {Line 7 * Line 8) 841,072 869,530
10 Plus: 10% of CWIP - - -

11 Less: Net Book Value of Licensed Vehicles 2,171 2,171
12 Full Cash Value (Line 9 + Line 10 - Line 11) 838,901 $ 867,359
13 Assessment Ratio 20.0% 20.0%
14 Assessment Value (Line 12 * Line 13) 167,780 $ 173,472
15 Composite Property Tax Rate 13.9638% 13.9638%

3 N

16 Company Test Year Adjusted Property Tax (Line 14 * Line 15) $ 23,428

17

18

19 Property Tax - Company Recommended Revenue (Line 14 * Line 15) $ 24,223

20 Company Test Year Adjusted Property Tax Expense (Line 16) $ 23,428

21 Increase in Property Tax Expense Due to Increase in Revenue Requirement $ 795

22 Increase to Property Tax Expense $ 795

23 Increase in Revenue Requirement 42,687

24 Increase to Property Tax per Dollar Increase in Revenue (Line22/Line 23) 1.861840%



CORDES LAKES WATER COMPANY Schedule C-5 Revised For Hearing
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Rate Case Expense
Expense 18,000
Ammortization Period (years) 3

6000




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Line
No.

© 0 ~NOOAWN -

NNNNRNNNNRNSD 2D 3 g aa 23
N R WN200O0NOOOAEQGN-2O

ACCT
NO.

DESCRIPTION

Plant In Service

301
302
303
304
305
306
307
308
309
310
311
320
330
331
333
334
335
336
339
340
341
342
343
344
345
346
347
348

Organization

Franchises

Land and Land Rights

Structures & Improvements
Collecting & Impounding Reservoirs
Lakes, Rivers, Other Intakes
Wells and Springs

Infiltration Galleries and Tunnels
Supply Mains

Power Generation Equipment
Pumping Equipment

Water Treatment Plant
Distribution Reservoirs & Standpipes
Transmigsion & Distribution Mains
Services

Meters & Meter Installation
Hydrants

Backflow Prevention Devices
Other Plant & Misc. Equipment
Office Furniture & Equipment
Transportation Equipment

Stores Equipment

Tools, Ship & Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

Other Tangible Plant

Qehod

A

le C-6 Depr

Revised For Hearing

Add Back
Depreciable ~ Amounts from Depreciable
Amount Staff Rate base Amount Depreciation Depreciation
Amount Per Staff Adjustment #3 Per Company Rate Expense
$ - $ - $ - $ - 0.00% $ -
- - - - 0.00% -
- - - - 0.00% -
6,657 4,400 - 4,400 3.33% 147
- - - - 250% -
- - - - 2.50% -
167,348 151,979 - 151,979 3.33% 5,061
- - - - 6.67% -
- - - - 2.00% -
- - - - 5.00% -
26,588 16,030 - 16,030 12.50% 2,004
- - - - 3.33% -
141,632 94,458 - 94,458 2.22% 2,097
581,937 19,442 (3,898) 15,544 2.00% 311
19,350 - - - 3.33% -
54,817 47,078 16,025 63,103 8.33% 5,256
- - - - 2.00% -
- - - - 6.67% -
60,550 60,550 1,235 61,785 6.67% 4,121
6,101 6,101 926 7,027 6.67% 469
71,461 2,412 - 2,412 20.00% 482
- - - - 4.00% -
- - - - 5.00% -
- - - - 10.00% -
- - - - 5.00% -
- - - - 10.00% -
582 - ~ - 10.00% -
- - - - 0.00% -
Total Depreciation Expense $ 19,948 a
Staff Depreciation Expense $ 18,647 b
Adjustment for Reversal of Staff Rate base Adjustment #3 $ 1,401 c=a-b
Depreciation Expense Associated With Post Test Year Plant $ 1,560 d

TOTAL ADJUSTMENT

$

2,961 e=d+c



CORDES LAKES WATER COMPANY Schedule C-7 Bad Debt
Docket No. W-02060A-12-0356 Revised For Hearing
Test Year Ended December 31, 2011

Bad Debt by Year
2007 $ 43
2008 $ 1,488
2009 $ 4,079
2010 $ 2,048
2011 $ 4,049

With High and Low Year Removed
2008 $ 1,488
2010 $ 2,048
2011 $ 4,049

Average $ 2,528




CORDES LAKES WATER COMPANY Schedule H-3
Docket No. W-02060A-12-0356 Revised For Hearing
Test Year Ended December 31, 2011

Present Rates -Proposed Rates-
Monthly Usage Charge _ Staff Company
5/8" x 3/4" Meter N/A N/A
3/4" Meter 11.00 1150 $ 13.18
1" Meter 19.50 2000 $ 22.77
1" Meter 33.00 39.00 § 4470
2" Meter 62.50 6250 $ 74.89
3" Meter 125.00 12500 $ 143.26
4" Meter 220.00 19250 $ 22062
6" Meter 390.00 38500 $ 441.24
Commodity Rate Charge
3/4" Meter
Tier 1 From 0 to 3,000 gallons 2.80 2.80 281
Tier 2 From 3,001 to 8,000 gallc 4.30 420 4.50
Tier 3 Over 8,000 galions 5.00 6.45 5.40
1" Meter
Tier 1 From 0 to 18,000 gallons 4.30 420 4.50
Tier 2 Over 18,000 gallons 5.00 6.45 5.40
1%" Meter
Tier 1 From 0 to 43,500 gallons 430 4.20 4.50
Tier 2 Over 43,500 galions 5.00 6.45 5.40
2" Meter
Tier 1 From O to 75,000 gallons 430 420 4.50
Tier 2 Over 75,000 gallons 5.00 6.45 540
3" Meter
Tier 1 From O to 160,000 galion: 4.30 420 4.50
Tier 2 Over 160,000 gallons 5.00 6.45 5.40
4" Meter
Tier 1 From 0 to 280,000 gallon: 430 420 4.50
Tier 2 Over 280,000 gallons 5.00 6.45 540
6" Meter
Tier 1 From O to 530,000 gaiton: 4.30 420 4.50
Tier 2 Over 530,000 gallons 5.00 6.45 540
Galions included in Minimum 0 0 0
Present Rates Company and Staff
Service Meter
Service Line and Meter Instailation Charges Total Line I ion Total
5/8" x 3/4" Meter N/T N/T N/T N/T
3/4" Meter 520.00 426.00 198.00 624.00
1" Meter 610.00 486.00 246.00 732.00
1%" Meter 855.00 528.00 498.00 1,026.00
2" Meter 1,515.00 720.00 1,098.00 1,818.00
2" Meter 2,195.00 930.00 1,764.00 [ 2,694.00
3" Meter 2,195.00 930.00 1,76400 ( 2,694.00
3" Meter 6,115.00 1,332.00 2,700.00| 4,032.00
4" Meter 3,360.00 1,332.00 2,70000{ 4,032.00
4" Meter 3,020.00 1,050.00 1,970.00 3,020.00
6" Meter 6,115.00 2,000.00 5,350.00 7,350.00
6" Meter (Compound) 5,960.00 1,250.00 4,710.00 5,960.00
8" Meter (Turbine) Cost Cost Cost Cost
10" Meter (Turbine) Cost Cost Cost Cost
12" Meter (Turbine) Cost Cost Cost Cost
Service Charges Present Rates Company and Staff
Establishment $25.00 $30.00
Establishment (After Hours) $35.00 NT
Reconnection (Delinquent) $15.00 $20.00
Reconnection (Delinquent) After Hours $25.00 NT
NSF Check $12.50 $15.00
Meter Re-Read (If Correct) $10.00 $12.00
Meter Test (K Correct) $25.00 $30.00
Deferred Payment (per Month) 1.5% il

* Per Commission Rules (R14-2-403.B)
** Months off system times the minimum (R14-2-403.D)
*** 1.5% on the unpaid balance per month
* 2.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $10.00 per month. The Service Charge for Fire Sprinkier:
is only applicable for service lines seperate and distinct from the primary
water service line.




CORDES LAKES WATER COMPANY Schedule H-4
Docket No. W-02060A-12-0356 Revised For Hearing
Test Year Ended December 31, 2011

Median Customer Usage
3088 Gallons
$ Increase % Increase
Bill at present rates $ 19.78
Bill at Staff's Proposed Rate $ 2027 $ 0.49 2.48%
Bill at Company's Proposed Rates $ 2201 9 2.23 11.26%

Average Customer Usage

4169 Gallons
$ Increase % Increase
Bill at present rates $ 2443
Bill at Staff's Proposed Rate $ 2481 $ 0.38 1.57%

Bill at Company's Proposed Rates $ 2687 $ 2.44 10.00%




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Explanation:
Schedule showing elements of capital structure
and the related cost.

Cost Composite
Line Invested Capital % Rate (e) Cost %
1  Long-Term Debt (a) 0.00% NA 0.00%

2 Common Equity (c) 100.00% 10.55% 10.55%

3 Totals 100.00% 10.55%

Schedule D-1
Title: Summary Cost of Capital

Required for: All Utilities
Class A
Class B
Class C
Class D
Specl Reqmt
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EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY
- DOCKET NO. W-02060A-12-0356

CONCLUSIONS

L.

According to the Arizona Department of Environmental Quality (“ADEQ”) the Cordes
Lakes Water Company (“Cordes Lakes” or “Company”) water system has no major
deficiencies and is delivering water that meets water quality standards required by 40 CFR
141/Arizona Administrative Code, Title 18, Chapter 4.

The Company reported 87,375,000 gallons pumped and 65,097,000 gallons sold during the
2011 test year, resulting in a water loss of 25.5 percent. The Company’s non-account water
has steadily increased since 2006. The Company proposes to spend $30,000 in 2013 and
another $30,000 in 2014 on leak repairs and $10,000 each year for three years beginning in
2012 on meter repair and replacement. These proposed expenditure levels are a good starting
point. However, the Company should monitor its water loss closely and adjust its plan if
needed. This does not imply a specific treatment of rate base for rate making purposes in the
Company’s future rate filings.

The Arizona Corporation Commission (“ACC” or “Commission™) Utilities Division Staff
(“Utilities Staff” or “Staff”) concludes that the Company’s current well production and
storage capacities are adequate to serve the present customer base and reasonable growth.

Cordes Lakes is not within an Active Management Area (“AMA”), and consequently is not
subject to Arizona Department of Water Resources (“ADWR™) AMA reporting and
conservation requirements. ADWR has determined that the Company is currently
compliant with departmental requirements governing water providers and/or community
water systems.

A check with the Commission Utilities Division Compliance Section showed that there are
currently no delinquent compliance items for Cordes Lakes.

The Company has curtailment plan and backflow prevention tariffs on file with the
Commission.

RECOMMENDATIONS

1.

Staff recommends that Cordes Lakes closely monitor its water system to ensure that pump
over-cycling does not occur due to inadequate pressure tank capacity. Staff further
recommends that prior to filing its next rate case the Company review the sizing of its
pressure tanks and file, with the Commission’s Docket Control as a compliance item in this




tn

“docket, the results of its review including actions the Company plans to take to prevent
“pump over-cycling. :

- Staff recommends an annual water testing expense of $5,858 be used for purposes of this

proceeding. This expense amount includes the ADEQ Monitoring Assistance Program fee.

In its prior rate case, the Company adopted Staff’s typical and customary water depreciation
rates. These rates are presented in Table C and it is recommended that the Company
continue to use these depreciation rates by individual National Association of Regulatory
Utility Commissioners category.

Staff recommends that the meter and service line charges listed under “Company Proposed

.and Staff’s Recommendation” in Table D be adopted.

Staff recommends that the Cordes Lakes file with Docket Control, as a compliance item in’
this docket and within 45 days of the effective date of a decision in this proceeding, at least
five BMPs in the form of tariffs that substantially conform to the templates created by Staff
for Commission’s review and consideration. The templates created by Staff are available

on the Commission’s website at http://www.azcc.gov/Divisions/Utilities/forms.asp .
- Staff further recommends that a maximum of two BMPs may come from the “Public

Awareness/Public Relations” or “Education and Training” categories.

Cordes Lakes is currently providing service to customers outside its Certificate of
Convenience and Necessity (“CC&N”) in the Southwest Quarter of the Northwest Quarter
of Section 24, Township 11 North, Range 2 East of the Gila and Salt River Base and
Meridian, Yavapai County, Arizona. Staff recommends that the Company file an
application to extend its CC&N to include this area within 90 days of the effective date of a
decision in this proceeding.


http://www.azcc.aov/Divisions/utilities/fonns.asp
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INTRODUCTION

Q. Please state your name and business address.

A. My name is Del Smith. My business address is 1200 West Washington Street, Phoenix,
Arizona 85007.

Q. By whom are you employed and what is your position?

A. I am employed by the Arizona Corporation Commission (the “Commission”) in its
Utilities Division. My title is Engineering Supervisor.

Q. Briefly describe your responsibilities as Engineering Supervisor.

A. In my capacity as Engineering Supervisor, I provide recommendations and technical
assistance to the Commissioners and to other staff members on matters that come before
the Commission involving utilities such as the Cordes Lakes Water Company (“Cordes
Lakes” or “Company”) and other water service providers operating in the State. In
addition, I am responsible for supervising other Staff members who work in the
Engineering Section of the Utilities Division. Those Staff members include water and
wastewater engineers, electrical engineers and an information technology specialist.

Q. Please describe your educational background and professional experience.

A. I graduated from Arizona State University in 1976 with a Bachelor of Science Degree in

Engineering Technology. Prior to joining the Commission in 1985 as a Utilities

Cdnsultant, I had worked for a telephone operating company for twelve years where I held

positions in network planning and design. Since joining the Commission, I have worked 1| -

on hundreds of issues that have come before this Commission.
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PURPOSE OF TESTIMONY

Q. Were you assigned to provide the Utilities Division Staff’s (“Utilities Staff” or
“Staff”) engineering analysis and recommendation for Cordes Lakes in this
proceeding?

A. Yes. I reviewed the Company’s application and responses to data requests, and I visited
the water system on November 14, 2012. This testimony and its attachment present
Staff’s engineering evaluation.

ENGINEERING REPORT

Q. Please describe the attached Engineering Report, Exhibit DS.

A. Exhibit DS presents details and Staff’s analysis and findings, and is attached to this direct
testimony. Exhibit DS contains the following major topics: (1) a description and analysis
of the water system, (2) water use, (3) growth, (4) compliance with the rules of the
Arizona Department of Environmental Quality, Arizona Department of Water Resources,
and the Commission, and (5) depreciation rafes.

Staff’s conclusions and recommendations from the Engineering Report are contained in
the “Executive Summary”.

Q. Does this conclude your direct testimony?

A. Yes, it does.
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ENGINEERING REPORT FOR CORDES
LAKES WATER COMPANY
DOCKET NO. W-02060A-12-0356

FEBRUARY 8, 2013

CONCLUSIONS

L

According to the Arizona Department of Environmental Quality (“ADEQ”) the Cordes Lakes
Water Company (“Cordes Lakes” or “Company”) water system has no major deficiencies and
is delivering water that meets water quality standards required by 40 CFR 141/Arizona
Administrative Code, Title 18, Chapter 4.

The Company reported 87,375,000 gallons pumped and 65,097,000 gallons sold during the
2011 test year, resulting in a water loss of 25.5 percent. The Company’s non-account water
has steadily increased since 2006. The Company proposes to spend $30,000 in 2013 and
another $30,000 in 2014 on leak repairs and $10,000 each year for three years beginning in
2012 on meter repair and replacement. These proposed expenditure levels are a good starting
point. However, the Company should monitor its water loss closely and adjust its plan if
needed. This does not imply a specific treatment of rate base for rate making purposes in the
Company’s future rate filings.

The Arizona Corporation Commission (“ACC” or “Commission”) Utilities Division Staff
(“Utilities Staff” or “Staff”) concludes that the Company’s current well production and storage
capacities are adequate to serve the present customer base and reasonable growth.

Cordes Lakes is not within an Active Management Area (“AMA”), and consequently is not
subject to Arizona Department of Water Resources (“ADWR”) AMA reporting and
conservation requirements. ADWR has determined that the Company is currently compliant
with departmental requirements governing water providers and/or comrmunity water systems.

A check with the Commission Utilities Division Compliance Section showed that there are
currently no delinquent compliance items for Cordes Lakes.

The Company has curtailment plan and backflow prevention tariffs on file with the
Commission. " R
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RECOMMENDATIONS

1.

Staff recommends that Cordes Lakes closely monitor its water system to ensure that pump

jover-cycling does not occur due to inadequate pressure tank capacity. Staff further

recommends that prior to filing its next rate case the Company review the sizing of its pressure
tanks and file, with the Commission’s Docket Control as a compliance item in this docket, the
results of its review including actions the Company plans to take to prevent pump over-
cycling.

Staff recommends an annual water testing expense of $5,858 be used for purposes of this
proceeding. This expense amount includes the ADEQ Monitoring Assistance Program fee.

In its prior rate case, the Company adopted Staff’s typical and customary water depreciation
rates. These rates are presented in Table C and it is recommended that the Company continue
to use these depreciation rates by individual National Association of Regulatory Ultility
Commissioners category.

Staff recommends that the meter and service line charges listed under “Company Proposed
and Staff’s Recommendation” in Table D be adopted.

Staff recommends that the Cordes Lakes file with Docket Control, as a compliance item in this
docket and within 45 days of the effective date of a decision in this proceeding, at least five
BMPs in the form of tariffs that substantially conform to the templates created by Staff for
Commission’s review and consideration. The templates created by Staff are available on the
Commission’s website at http://www.azcc.gov/Divisions/Utilities/forms.asp
Staff further recommends that a maximum of two BMPs may come from the “Public
Awareness/Public Relations™ or “Education and Training” categories.

Cordes Lakes is currently providing service to customers outside its Certificate of
Convenience and Necessity (“CC&N”) in the Southwest Quarter of the Northwest Quarter of
Section 24, Township 11 North, Range 2 East of the Gila and Salt River Base and Meridian,
Yavapai County, Arizona. Staff recommends that the Company file an application to extend
its CC&N to include this area within 90 days of the effective date of a decision in this
proceeding.


http://www.azcc.gov/Divisions/utilities/forms.asE
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A. INTRODUCTION AND LOCATION OF COMPANY

On August 6, 2012, Cordes Lakes Water Company (“Cordes Lakes” or “Company”) filed a rate
application with the Arizona Corporation Commission (“ACC” or “Commission”). The Company’s
existing rates were ordered in Commission Decision No. 70170 issued February 27, 2008. The
Cordes Lakes water system serves the Cordes Lakes subdivision east of Interstate Highway 17 in
Cordes Junction. Figure 1 shows the location of the Company within Yavapai County and Figure 2
delineates the approximate two square miles of certificated service area. The ACC Utilities
Division Staff (“Utilities Staff” or “Staff”) engineering review and analysis of the pending
application is presented in this report.
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DESCRIPTION OF THE WATER SYSTEMS
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The plant facilities were visited on November 14, 2012, by Staff members Mary Rimback and Del
Smith. Staff was accompanied by Neil and Brad Folkman, owners of the Company and Richard
Ross the water system’s operator. The Cordes Lakes water system has four active pumping sites
consisting of four active wells and five active storage tanks. The system also has two active
pumping stations and a distribution system serving over 1,300 customers. Figure 3 provides a
process schematic for the water system. Table A below shows the plant facilities summary.!

Table A. Plant Facilities Summary

Public Water System (“PWS”) No. 13-023

Location POE#1 POE #2 POE #3? POE #4 POE #5 Booster Stations
Plf:’;‘;tr;’f HL(A” | #2Q0t | #3 (lot
3

(“POE”) Tract) 1545) 2115)

Well ADWR # 55-690346 55-518196 55-609234 55-609347 55-565855 NA NA

Casing Size (inch) 14 8 6 12 10 NA NA

Casing Depth unknown 380 343 500 343 NA NA

(feet)

Meter Size (inch) 3 3 3 3 3 NA NA

Pump Size (HP) (7.5 175 M2 (1)7.5 1o NA NA

Pump Yield 65 95 12 94 65 NA NA

(GPM) :

Well Yield 85 86 0 100 45 NA NA

(GPM)

Storage tank (2) 45,000 (1) 30,000 (1) 16,000 | (1)30,000 | (1) 100,000 NA NA

(gallons)

Booster Pumps )75 @75 )5 2) 10 )75 @5 )5

(HP)

Pressure Tanks (1) 5,000 (1) 3,000 (1) 2,000 (1) 5,000 | (1) 5,000 (1) 500 (1) 500

{gallons)

Chlorinators Yes Yes No Yes Yes NA NA

Pump House 8'x 8 wood | 8x 8 block 10’x 12° 12°x12’ 8’x 8 wood NA NA

wood block

Fencing (chain Fencing Fencing Fencing Fencing Fencing Fencing | Fencing | Fencing

link)
Distribution Mains Customer Meters

Size (in inches) Material Length (in feet) Size (in inches) Quantity

4 PVC 168,100 3/4 1401
6 PVC 230,040 1 5

! The plant information presented in Table A was provided in the application and during Staff’s site visit.
? The plant items listed for POE #3 were disconnected from the system in 2007 and left in-place at the well site.
3 Booster Station #3 was disconnected from the system in 2007, all plant has been removed from the site.
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C. WATER USE

Water Sold

Figure 4 represents the water consumption data for the test year ending December 31, 2011,
provided by the Company in its water use data sheet. Customer consumption included a high
monthly water use of 198 gallons per day (“GPD”) per connection in June, and the low water use
was 95 GPD per connection in December. The average annual use was 138 GPD per connection.

3 S i HAAREEES
Figure 4 Water Use

Non-account Water

Non-account water should be 10 percent or less. It is important to be able to reconcile the difference
between water sold and the water produced by the source. A water balance will allow a company to
identify water and revenue losses due to leakage, theft and flushing.

The Company reported 87,375,000 gallons pumped and 65,097,000 gallons sold during the 2011
test year, resulting in a water loss of 25.5 percent. In its prior rate case the Company reported a 10.1
percent water loss during the 2006 test year and was ordered to monitor its water system closely and
take action to ensure the loss remained 10 percent or less in the future. If the water loss at any time
before the next rate case exceeded 10 percent, the Company was further ordered to prepare a plan to
reduce water loss to less than 10 percent, or prepare a report containing a detailed analysis and
explanation demonstrating why a water loss reduction to 10 percent or less was not feasible or cost
effective. A copy of either the reduction plan or the feasibility report was to be filed with the
Commission’s Docket Control as a compliance item.
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The following table shows that the Company’s non-account water has steadily increased since 2006.

Table B. Non-Account Water

Year Gallons Sold Gallons Pumped Non-account Water
2006 74,133,000 82,488,000 10.1%
2007 76,778,000 86,698,000 11.4%
2008 71,504,000 86,684,000 17.5%
2009 74,682,000 89,325,000 16.4%
2010 64,023,000 83,594,000 23.4%
2011 65,097,000 87,375,000 25.5%

On February 22, 2012, Cordes Lakes filed a water loss reduction plan. According to the plan the
Company intends to implement the following in 2012:

e Monitor Water pumped versus water delivered to customers on a monthly basis;

e Begin to identify those portions of the Company’s distribution system in most need of
replacement, including all mains and storage facilities, and develop a five year capital
improvement plan;

e Look for and eliminate any unauthorized connections; and,

e Test all water meters and repair or replace defective meters.

The Company would like to establish a surcharge mechanism in the pending rate case to hire a leak
detection company, to pay for leak repairs and to pay for the repair and replacement of defective
meters. The Company proposes to spend $30,000 in 2013 and another $30,000 in 2014 on leak
repairs and $10,000 each year for three years beginning in 2012 on meter repair and replacement.
These proposed expenditure levels are a good starting point. However, the Company should
monitor its water loss closely and adjust its plan if needed. This does not imply a specific treatment
of rate base for rate making purposes in the Company’s future rate filings.

System Analysis

Storage and Production

Based on the data provided by the Company, the system’s current well production capacity is 290
GPM?* and storage capacity is 250,000 gallons’. The system had 1,295 connections during the test
year peak month of June 2011. Staff concludes that the Company’s current well production and
storage capacities are adequate to serve the present customer base and reasonable growth.®

* Staff used the lesser number listed for pump yield versus well yield to determine well/source production capacity.
5 Staff reduced total storage to remove the 16,000 gallon storage tank at abandoned well site POE #3.
6 Staff did not include a fire flow requirement in its capacity calculation.
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Hydropneumatic (Pressure) Tanks

The Cordes Lakes water system uses multiple pressure tanks to maintain adequate water pressure
through three pressure zones in its distribution system. Correct sizing of these pressure tanks is
important because the size of the tank directly determines the frequency of pump cycling (more on-
off cycling of the pump may shorten the life of the pump). The Cordes Lakes water system does not
have adequate pressure tank capacity. Staff recommends that the Company closely monitor its
‘water system to ensure that pump over-cycling does not occur due to inadequate pressure tank
capacity. Staff further recommends that prior to filing its next rate case the Company review the
sizing of its pressure tanks and file, with the Commission’s Docket Control as a compliance item in
this docket, the results of its review including actions the Company plans to take to prevent pump
over-cycling.

D. GROWTH

Based on customer data obtained from annual reports the Company submits to the Commission, the
number of customers served by the Company has declined every year since 2006 the peak number of
customers each year declined from 1,342 to 1,303. According to the Company no new meters were
installed in 2011. Unless the economic climate improves the number of customers served by the
Company could continue to decline (see Figure 5 below).

Figure 5 Growth Projection
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E. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY (“ADEQ”)
COMPLIANCE
Compliance

ADEQ regulates the Cordes Lakes water system under Public Water System Identification (“PWS
ID”) No. 13-023. According to ADEQ the Cordes Lakes water system has no major deficiencies
and is delivering water that meets water quality standards required by 40 CFR 141/Arizona
Administrative Code, Title 18, Chapter 4 and the PWS is in compliance.’

Water Testing Expense

The Company is subject to mandatory participation in ADEQ’s Monitoring Assistance Program
("MAP").® Therefore the system is only required to obtain distribution samples, and any increased
monitoring parameters identified through the MAP sampling. The Company reported its water
testing expense during the test year at $1,806, less the MAP fee.® Staff has reviewed the Company’s
testing expense and has recalculated the expense. Table B below shows Staff’s annual water testing
expense estimate of $5,858 with participation in the MAP program.

Table B. Water Testing Cost

Monitoring Cost per test ?;isngte}; C3>f Annu'él 01;: sting
years
f&gg‘t’hﬂl‘;) $26.25 (Nt(t)eg ) 8945
MAP MAP MAP (i?ofez g)
| (Trennity - | 59 2 T
](?aifmlly) (1\? 082312) > et
(T:gtsil Testing . - $5,858

Notes: 1) Cordes Lakes is currently taking three Total Coliform samples per month.
2) Cordes Lakes is required to take four DBP (TTHM + HAAS5) samples annually.
3) The ADEQ MAP invoice for Calendar Year 2011 was $3,621.84.

7 ADEQ Drinking Water Compliance Status Report, dated October 2, 2012.

8 Participation in the MAP program is mandatory for water systems, which serve less than 10,000 persons
(approximately 3,300 service connections).

® See Schedule E-2 in the Application.
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F. ARIZONA DEPARTMENT OF WATER RESOURCES (“ADWR”) COMPLIANCE

Compliance

Cordes Lakes is not within an Active Management Area, and consequently is not subject to ADWR
reporting and conservation requirements. ADWR has determined that the Company is currently
compliant with departmental requirements governing water providers and/or community water
systems.’ '

Well Ownership’
Well Reg. No. Location (POE #) Registered Owner
55-609346 1 Cordes Lakes Water Co
55-518196 2 Cordes Lakes Water Co
55-609234 (Note 1) 3 JA Bren
55-609347 4 Cordes Lakes Water Co
55-565855 5 Cordes Lakes Water Co

. Note: 1) Well taken out of service in 2007.

G. ACC COMPLIANCE

A check with the Commission’s Utilities Division Compliance Section showed that there are
currently no delinquent compliance items for Cordes Lakes."?

H. DEPRECIATION RATES

In the prior rate case, the Company adopted Staff’s typical and customary water depreciation rates.
These rates are presented in Table C and it is recommended that the Company continue to use these
depreciation rates by individual National Association of Regulatory Utility Commissioners category.

TABLE C
TYPICAL DEPRECIATION RATES FOR WATER COMPANIES

Average Annual
NARUC Depreciable Plant Service Life | Accrual Rate
Account No. (Years) (%)
304 Structures & Improvements 30 3.33
305 Collecting & Impounding Reservoirs 40 2.50
306 Lake, River, Canal Intakes , 40 2.50
307 ’ Wells & Springs 30 '3.33
308 Infiltration Galleries 15 6.67

' per ADWR Water Provider Compliance Report dated October 22, 2012.
" ADWR Well Registry Report Run Date: October 30, 2012.
2 per ACC compliance status check dated August 9, 2012.
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309 Raw Water Supply Mains

310 Power Generation Equipment

311 Pumping Equipment

320 Water Treatment Equipment

320.1 Water Treatment Plants

320.2 Solution Chemical Feeders

330 Distribution Reservoirs & Standpipes

330.1 Storage Tanks i

330.2 Pressure Tanks 20 5.00

331 Transmission & Distribution Mains 50 2.00

333 Services 30 3.33

334 Meters 12 8.33

335 Hydrants 50 2.00

336 Backflow Prevention Devices 15 6.67

339 Other Plant & Misc Equipment 15 6.67

340 Office Furniture & Equipment 15 6.67

340.1 Computers & Software 5 20.00

341 Transportation Equipment 5 20.00

342 Stores Equipment 25 4.00

343 Tools, Shop & Garage Equipment 20 5.00

344 Laboratory Equipment 10 10.00

345 Power Operated Equipment 20 5.00

346 Communication Equipment 10 10.00

347 Miscellaneous Equipment 10 10.00

348 Other Tangible Plant — -—--

NOTES:
These depreciation rates represent average expected rates. Water companies may experience different
rates due to variations in construction, environment, or the physical and chemical characteristics of the
Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would be set in
accordance with the specific capital items in this account.

I OTHER ISSUES

1. Service Line and Meter Installation Charges

Cordes Lakes proposed an increase in the amount it would charge going forward for service line and
meter installations.”> Service line and meter installation charges are refundable advances and the
charges the Company proposed are within the typical range for these charges.* The Company’s
current and proposed charges include separate service line and meter charges. Staff recommends

13 See “Additions to Rate Increase Application” submitted on November 8, 2012.

14 Except for the 6-inch meter where the Company proposed a slightly higher charge.
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that the charges listed under “Company Proposed and Staff’s Recommendation” in Table D be
adopted.

Table D. Service Line and Meter Installation Charges

Company Proposed and
: Present Charges Staff’s Recommendation
Meter Size Sililzllece Meter Total ISJc;nr\ence Meter Total
Charge Charge | Charge Charge Charge Charge
5/8 x 3/4-inch - - - - - -
3/4-inch $355 $165 $520 $426 $198 $624
1-inch $405 $205 $610 $486 $246 $732
1-1/2-inch $440 $415 $855 $528 $498 $1,026
2-inch $600 $915 $1,515 $720 $1,098 $1,818
3-inch $775 $1,420 $2,195 $930 $1,764 $2,694
4-inch $1,110 $2,250 $3,360 $1,332 $2,700 $4,032
6-inch $1,670 $4,445 $6,115 $2,000 $5,350 $7,350

Notes: 1) The Company reported that it has no 5/8 x 3/4 inch meters.

2. Curtailment Plan Tariff

The Company has an approved curtailment tariff on file with the Commission.
3. Backflow Prevention Tariff

The Company has an approved backflow tariff on file with the Commission.
4. Best Management Practices (“BMP”) Tariff

Staff recommends that the Company file with Docket Control, as a compliance item in this docket
and within 45 days of the effective date of a decision in this proceeding, at least five BMPs in the
form of tariffs that substantially conform to the templates created by Staff for Commission’s review
and consideration. The templates created by Staff are available on the Commission’s website at
http://www.azcc.gov/Divisions/Utilities/forms.asp .

Staff further recommends that a maximum of two BMPs may come from the “Public
Awareness/Public Relations” or “Education and Training” categories. The Company may request
cost recovery of the actual costs associated with the BMPs implemented in its next general rate
application.
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5. Service Outside Certificated Service Area

The Company is currently providing service to customers outside its Certificate of Convenience and
Necessity (“CC&N”) in the Southwest Quarter of the Northwest Quarter of Section 24, Township
11 North, Range 2 East of the Gila and Salt River Base and Meridian, Yavapai County, Arizona.
Staff recommends that the Company file an application to extend its CC&N to include this area
within 90 days of the effective date of a decision in this proceeding.
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EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY
DOCKET NO. W-02060A-12-0356

The direct féstiﬁiony of Staff witness John A. Caésidy addresses the followihg issues:
Capital Structure — Staff recommends that the Commission adopt a capital structure for Cordes

Lakes Water Company (“Cordes Lakes” or “Company™) for this proceeding consisting of 0.0
percent debt and 100.0 percent equity.

Cost of Equity — Staff recommends that the Commission adopt a 9.1 percent return on equity
(“ROE”) for the Company. Staff’s estimated ROE for the Company is based on the average of
its discounted cash flow method (“DCF”) and capital asset pricing model (“CAPM™) cost of
equity methodology estimates for the sample companies of 8.2 percent for the CAPM and 8.8
percent for DCF. Staff’s recommended ROE includes an upward economic assessment
adjustment of 60 basis points.

Cost of Debt — Staff recommends that the Commission adopt a 0.0 percent cost of debt for the
Company, as the Company has no debt in its capital structure.

Overall Rate of Return — Staff recommends that the Commission adopt a 9.1 percent overall rate
of return.

Company-Proposed Cost of Capital — The Company’s application does not present testimony
pertaining to the cost of capital. Schedule A-1 of the application shows the requested overall rate
of return as 8.0 percent. Schedule D-1 “Summary of Cost of Capital” of the application shows a
capital structure comprised of only $18,170 for customer deposits at a 6.0 percent cost rate.
Schedule E-1 “Comparative Balance Sheet” of the application shows $651,634 for total
shareholders’ equity. Staff has calculated the capital structure implied by the Company’s
application comprised of 2.7 percent debt and 97.3 percent equity and has also calculated the
implied ROE of 8.1 percent. Staff opposes including customer deposits as a component of the
capital structure. The Commission has a long-standing record of treating customer deposits as a
deduction in the calculation of rate base as opposed to the Company’s proposed treatment.
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L INTRODUCTION

@

Please state your name, occupation, and business address.
A My name is John A. Cassidy. I am a Public Utilities Analyst employed by the Arizona
Corporation Commission (“Commission”) in the Utilities Division (“Staff”). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Briefly describe your responsibilities as a Public Utilities Analyst.

A I am responsible for the examination of financial and statistical information included in
utility rate applications and other financial matters, including studies to estimate the cost
of capital component in rate filings used to determine the overall revenue requirement, and
for preparing written reports, testimonies and schedules to present Staff’s

recommendations to the Commission on these matters.

Q. Please describe your educational background and professional experience.

A. I hold a Bachelor of Arts degree in History from Arizona State University, a Master of
Library Science degree from the University of Arizona, and an MBA degree with an
emphasis in Finance from Arizona State University. While pursuing my MBA degree, I
was inducted into Beta Gamma Sigma, the National Business Honor Society. I have
passed the CPA exam, but opted not to pursue certification. I have worked professionally
as a librarian, financial consultant, tax auditor, and, as a former Commission employee,

served as Staff’s cost of capital witness in rate case evidentiary proceedings.

Q. What is the scope of your testimony in this case?
A My testimony provides Staff’s recommended capital structure, return on equity (“ROE”)
and overall rate of return (“ROR”) for establishing the revenue requirements for Cordes

Lakes Water Company’s (“Cordes Lakes” or “Company”) pending rate case application.
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Summary of Testimony and Recommendations

* Briefly summarize how Staff’s cost of capital testimony is organized.

Staff’s cost of capital testimony is presented in eleven sections. Section I is this
introduction. Section II discusses the concept of Weightéd average cost of capital
(“WACC”). Section III presents the concept of capital structure and presents Staff’s
recommended capital structure for Cordes Lakes in this proceeding. Section IV presents
Staff’s cost of debt for Cordes Lakes. Section V discusses the concepts of ROE and risk.
Section VI presents the methods employed by Staff to estimate Cordes Lakes’ ROE.
Section VII presents the findings of Staff’s ROE analysis. Section VIII presents Staff’s
final cost of equity estimates for Cordes Lakes. Section IX presents Staff’s ROR
recommendation. Section X presents' Staff’s comments on the cost of capital aspects of

the Company’s application. Finally, section X1 presents the conclusions.

Have you prepared any schedules to accompany your testimony?
Yes. I prepared nine schedules (JAC-1 to JAC-9) that support Staff’s cost of capital

analysis.

What is Staff’s recommended rate of return (“ROR”) for Cordes Lakes?

Staff recommends a 9.1 percent overall ROR, as shown in Schedule JAC-1. Staff’s ROR
recommendation is based on cost of equity estimates for the sample companies of 8.8
percent from the discounted cash flow method (“DCF”) and 8.2 percent from the capital
asset pricing method (“CAPM”) estimation methodologies. Staff recommends adoption of
a 60 basis point upward Economic Assessment Adjustment, resulting in a 9.1 percent

return on equity.
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Cordes Lakes’ Proposed Overall Rate of Return

Q.

IL

Briefly summarize Cordes Lakes’ proposed capital structure, cost of debt, ROE and
overall ROR for this proceeding.

Table 1 summarizes the Company’s proposed capital structure, cost of debt, ROE and

overall ROR in this proceeding:

Table 1
Weighted
Weight  Cost Cost
Long-term Debt 2.7% 6.0% 0.2%
Common Equity 97.3% 8.1% 7.8%
Cost of CapitallROR 8.0%

Cordes Lakes is proposing an overall rate of return of 8.0 percent.’

THE WEIGHTED AVERAGE COST OF CAPITAL

Briefly explain the cost of capital concept.

The cost of capital is the opportunity cost of choosing one investment over others with
equivalenf risk. In other words, the cost of capital is the return that stakeholders expect
for investing their financial resources in a determined business venture over another

business venture.

! The Company’s application does not present testimony pertaining to the cost of capital. Schedule A-1 of the
application shows the requested overall rate of return as 8.0 percent. Schedule D-1 “Summary of Cost of Capital” of
the application shows a capital structure comprised of only $18,170 for customer deposits at a 6.0 percent cost rate.
Schedule E-1 “Comparative Balance Sheet” of the application shows $651,634 for total shareholders’ equity. Staff
has calculated the capital structure implied by the Company’s application comprised of 2.7 percent debt and 97.3
percent equity and has also calculated the implied ROE of 8.1 percent.
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Q. What is the overall cost of capital?

A, The cost of capital to a company issuing a variety of securities (i.e., stock and
indebtedness) is an average of the cost rates on all issued securities adjusted to reflect the
relative amounts for each security in the company’s entire capital structure. Thus, the

overall cost of capital is the WACC.

Q. How is the WACC calculated?
A. The WACC is calculated by adding the weighted expected returns of a firm’s securities.
The WACC formula is:

Equation 1.

n
WACC = Z Wi * 1
i=1
In this equation, W; is the weight given to the i security (the proportion of the i® security

relative to the portfolio) and r; is the expected return on the i® security.
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Q. Can you provide an example demonstrating application of Equation 1?

A, Yes. For this example, assume that an entity has a capital structure composed of 60
percent debt and 40 percent equity. Also, assume that the embedded cost of debt is 6.0
percent and the expected return on equity, i.e., the cost of equity, is 10.5 percent.
Calculation of the WACC is as follows:

WACC = (60% * 6.0%) + (40% * 10.5%)
WACC = 3.60% + 4.20%
WACC =17.80%
The weighted average cost of capital in this example is 7.80 percent. The entity in this
example would need to earn an overall rate of return of 7.80 percent to cover its cost of
capital.

III. CAPITAL STRUCTURE

Background

Q. Please explain the capital structure concept.

A. The capital structure of a firm is the relative proportions of each type of security - short-

- term debt, long-term debt (including capital leases), preferred stock and common stock--

that are used to finance the firm’s assets.

Q. How is the capital structure expressed?

A The capital structure of a company is expressed as the percentage of each component of

the capital structure (capital leases, short-term debt, long-term“debt, preferred stock and

common stock) relative to the entire capital structure.
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As an example, the capital structure for an entity that is financed by $20,000 of short-term

‘debt, $85,000 of long-term debt (including capital leases), $15,000 of preferred stock and

$80,000 of common stock is shown in Table 2.

Table 2
Component \ %
Short-Term Debt $20,000 1 (8$20,000/$200,000) 10.0%
Long-Term Debt $85,000 | (885,000/$200,000) 42.5%
Preferred Stock $15,000 | (815,000/$200,000) 7.5%
Common Stock $80,000 | ($80,000/$200,000) 40.0%
Total $200,000 100%

The capital structure in this example is composed of 10.0 percent short-term debt, 42.5

percent long-term debt, 7.5 percent preferred stock and 40.0 percent common stock.

Cordes Lakes’ Capital Structure

Q.
A

What capital structure does Cordes Lakes propose?
The Company proposes a capital structure composed of 2.7 percent debt and 97.3 percent

common equity,2 as of the December 31, 2011, test-year end date.

How does Cordes Lakes’ capital structure compare to capital structures of publicly-
traded water utilities?
Schedule JAC-4 shows the capital structures of six publicly-traded water companies

(“sample water companies” or “sample water utilities”) as of December 2011. The

2 Staff has inferred this to be the Company’s proposed capital structure, based on Service Deposit debt of $18,170
reported in Schedule D-1of the Company’s application, and total stockholder’s equity amounting to $651,634 in
Schedule E-1 of the Company’s filing.
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average capital structure for the sample water utilities is comprised of approximately 51.6

- percent debt and 48.4 percent equity.

Staff’s Capital Structure
Q. What is Staff’s recommended capital structure for Cordes Lakes?
A. Staff recommends a capital structure composed of 0.0 percent debt and 100.0 percent

equity which reflects the Company’s actual capital structure as of the December 31, 2011,

- the test year end, as shown in Schedule E-1 “Comparative Balance Sheet” of the

Company’s application.

COST OF DEBT

Q. What is the basis for the Company’s proposed 6.0 percent cost of debt?

A. The Company’s proposed debt is comprised entirely of customer deposits. Arizona

Administrative Code (“A.A.C”) R14-2-403(B) provides for the Company to pay interest

on customer deposits at 6 percent per annum.

Q. Does the Commission normally treat customer deposits as a component of the capital

structure?

A. No. The Commission has a long-standing practice of treating customer deposits as a

deduction in the calculation of rate base as opposed to as a component of the capital
structure, and Staff advocates that the Commission continue its usual practice in this case.

Thus, the Company has no debt in its capital structure.
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V. RETURN ON EQUITY
" Background

Q. Please define the term “cost of equity capital.”

A. The cost of equity is the rate of return that investors expect to earn on their investment in a
business entity given its risk. In other words, the cost of equity to the entity is the
investors’ expected rate of return on other investments of similar risk. As investors have a
wide selection of stocks to choose from, they will choose stocks with similar risks but
higher returns. Therefore, the market determines the entity’s cost of equity.

Q. Is there a correlation between interest rates and the cost of equity?

A. Yes, there is a positive correlation between interest rates and the cost of equity, as the two
tend to move in the same direction. This relationship is reflected in the CAPM formula.
The CAPM is a market-based model employed by Staff for estimating the cost of equity.
The CAPM is further discussed in Section VI of this testimony.

Q. What has been the general trend of interest rates in recent years?

A. A chronological chart of interest rates is a good tool to show interest rate history and

identify trends. Chart 1 graphs intermediate U.S. treasury rates from January 18, 2002, to
January 27, 2012.
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Chart 1 shows that intermediate-term interest rates trended downward from 2002 to mid-
2003, trended upward through early-2008, trended downward through early-2009, trended
upward through mid-2010, trended downward through late 2010, trended upward to mid-

2011, and are currently trending down from the existing, relatively low rates.

What has been the general trend in interest rates longer term?
U.S. Treasury rates from December 1961 - December 2011 are shown in Chart 2. The
chart shows that interest rates trended upward through the mid-1980s and have trended

downward over the last 25 years.
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16ff Q. Do these trends suggest anything in terms of cost of equity?

171 A. Yes. As previously noted, interest rates and cost of equity tend to move in the same
18 direction; therefore, the cost of equity has declined in the past 25 years.
19

20 Q. Do actual returns represent the cost of equity?

21| A. No. The cost of equity represents investors’ expected returns and not realized returns.




© 0w N N A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Direct Testimony of John A Cassidy
Docket No. W-02060A-12-0356
Page 11

Risk

Is there any information available that leads to an undérstanding of the relationship
between the equity returns required for a regulated water utility and those required
in the market as a whole?

Yes. A comparison of betas, a component of the CAPM discussed in Section VI, for the
water utility industry and the market provide insight into this relationship. In theory, the
market has a beta value of 1.0, with stocks bearing greater risk (less risk) than the market
having beta values higher than (lower than) 1.0, respectively. Furthermore, in accordance
with the CAPM, the cost of equity capital moves in the same direction as beta. Therefore,
because the average beta value (0.71)° for a water utility is less than 1.0, the required

return on equity for a regulated water utility is below that of the market as a whole.

Please define risk in relation to cost of capital.

Risk, as it relates to an investment, is the variability or uncertainty of the retums on a
particular security. Investors are risk averse and require a greater potential return to invest
in relatively greater risk opportunities, i.e., investors require compensation for taking on
additional risk. Risk is generally separated into two components. Those components are

market risk (systematic risk) and non-market risk (diversifiable risk or firm-specific risk).

What is market risk?

Market risk or systematic risk is the risk of an investment that cannot be reduced through

diversification. Market risk stems from factors that affect all securities, such as
recessions, war, inflation and high interest rates. Since these factors affect the entire
market they cannot be eliminated through diversification. Market risk does not impact

each security to the same degree. The degree to which a given security’s return is affected

* See Schedule JAC-7.
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by market fluctuations can be measured using Beta. Beta reflects the business risk and the

financial risk of asecurity.

Q. Please define business risk.

A. Business risk is the fluctuation of earnings inherent in a firm's operations and
environment, such as competition and adverse economic conditions that may impair its
ability to proifide returns on investment. Companies in the same or similar line of

business tend to experience the same fluctuations in business cycles.

Q. Please define financial risk.
A. Financial risk is the fluctuation of earnings, inherent in the use of debt financing, that may
impair a firm’s ability to provide adequate return; the higher the percentage of debt in a

company’s capital structure, the greater its exposure to financial risk.

Q. Do business risk and financial risk affect the cost of equity?

Al Yes.

Q. Is a firm subject to any other risk?

A. Yes. Firms are also subject to unsystematic or firm-specific risk. Examples of
unsystematic risk include losses caused by labor problems, nationalization of assets, loss
of a big client or weather conditions. Investors can eliminate firm-specific risk by holding

a diverse portfolio; thus, it is not of concern to diversified investors.




10
11
12
13
14
15
16
17
18
19
20
21

Direct Testimony of John A Cassidy
Docket No. W-02060A-12-0356
Page 13

Q. How does Cordes Lakes’ financial risk exposure compare to that of Staff’s sample
group of water companies?

A. JAC-4 shows the capital structures of the six sample water companies as of December 31,
2011, and Cordes Lakes’ adjusted capital structure as of the end of the test year, December
31, 2011. As shown, the sample water utilities were capitalized with approximately 51.6
percent debt and 48.4 percent equity, while Cordes Lakes’ capital structure consists of 0.0
percent debt and 100.0 percent equity. Thus, because Cordes Lakes’ capital structure

contains no debt, the Company has no exposure to financial risk.

Q. Is firm-specific risk measured by beta?

A. No. Firm-specific risk is not measured by beta.

Q. Is the cost of equity affected by firm-specific risk?

A. No. Since firm-specific risk can be eliminated through diversification, it does not affect
the cost of equity.

Q. Can investors expect additional returns for firm-specific risk?

A. No. Investors who hold diversified portfolios can eliminate firm-specific risk and,

consequently, do not require any additional return. Since investors who choose to be less
than fully-diversified must compete in the market with fully-diversified investors, the

former cannot expect to be compensated for unique risk.
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V1. ESTIMATING THE COST OF EQUITY
" Introduction i

Q. Did Staff directly estimate the cost of equity for Cordes Lakes?

A. No. Since Cordes Lakes is not a publicly-traded company, Staff is unable to directly
estimate its cost of equity due to the lack of firm-specific market data. Instead, Staff
estimated the Company’s cost of equity indirectly, using a representative sample group of
publicly traded water utilities as a proxy, taking the average of the sample group to reduce
the sample error resulting from random fluctuations in the market at the time the
information is gathered.

Q. What companies did Staff select as proxies, or comparables, for Cordes Lakes?

A. Staff’s sample consists of the following six publicly-traded water utilities: American
States Water, California Water, Connecticut Water Services, Middlesex Water, Aqua
America and SJW Corp. Staff chose these companies because they are publicly-traded
and receive the majority of their earmnings from regulated operations.

Q. What models did Staff implement to estimate Cordes Lakes’ cost of equity?

A. Staff used two market-based models to estimate the cost of equity for Cordes Lakes: the
DCF model and the CAPM.

Q. Please explain why Staff chose the DCF and CAPM models.

A. Staff chose to use the DCF and CAPM models because they are widely-recognized

market-based models and have been used extensively to estimate the cost of equity. An

explanation of the DCF and CAPM models follows.
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Discounted Cash Flow Model Analysis

A.

" Please provide a brief summary of the theory upon which the DCF method of

estimating the cost of equity is based.

The DCF method of stock valuation is based on the theory that the value of an investment
is equal to the sum of the future cash flows generated from the aforementioned investment
discounted to the present time. This method uses expected dividends, market price and
dividend growth rate to calculate the cost of capital. Professor Myron Gordon pioneered
the DCF method in the 1960s. The DCF method has become widely used to estimate the
cost of equity for public utilities due to its theoretical merit and its simplicity. Staff used
the financial information for the relevant six sample companies in the DCF model and

averaged the results to determine an estimated cost of equity for the sample companies.

Does Staff use more than one version of the DCF?

Yes. Staff uses two versions of the DCF model: the constant-growth DCF and the multi-
stage or non-constant growth DCF. The constant-growth DCF assumes that an entity’s
dividends will grow indefinitely at the same rate. The multi-stage growth DCF model

assumes the dividend growth rate will change at some point in the future.
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The Constant-Growth DCF

“Q.  What is the mathematical formula used in Staff’s constant-growth DCF analysis? |

A. The constant-growth DCF formula used in Staff’s analysis is:

Equation 2:
K = b +g
5
where : K = the cost of equity
D, = the expected annual dividend
P, = the current stock price
g = the expected infinite annual growth rate of dividends

Equation 2 assumes that the entity has a constant earnings retention rate and that its
earnings are expected to grow at a constant rate. According to Equation 2, a stock with a
current market price of $10 per share, an expected annual dividend of $0.45 per share and
an expected dividend growth rate of 3.0 percent per year has a cost of equity to the entity
of 7.5 percent reflected by the sum of the dividend yield ($0.45/ $10 = 4.5 percent) and the

3.0 percent annual dividend growth rate.

Q. How did Staff calculate the expected dividend yield (Dy/Pg;) component of the

constant-growth DCF formula?

expected annual dividend (D;) by the spot stock price (Po) after the close of market on

January 23, 2013, as reported by MSN Money.
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Q. Why did Staff use the January 23 2013, spot price rather than a historical average
stock price to calculate the dividend yield component of the DCF formula?

A. The current, rather than historic, market price is used in order to be consistent with

| financial theory. In accordance with the Efficient Market Hypothesis, the current stock

price is reflective of all available information on a stock, and as such reveals investors’

expectations of future returns. Use of historical average stock price‘s‘illogically discounts

the most recent information in favor of less recent information. The latter is stale and is

representative of underlying conditions that may have changed.

Q. How did Staff estimate the dividend growth (g) component of the constant-growth
DCF model represented by Equation 2?

A. The dividend growth component used by Staff is determined by the average of six
different estimation methods, as shown in Schedule JAC-8. Staff calculated historical and
projected growth estimates on dividend-per-share (“DPS”),* earnings-per-share (“EPS™)’

and sustainable growth bases.

Q. Why did Staff examine EPS growth to estimate the dividend growth component of
the constant-growth DCF model?

A. Historic and projected EPS growth are used because dividends are related to earnings.
Dividend distributions may exceed eamnings in the short run, but cannot continue

indefinitely. In the long term, dividend distributions are dependent on earnings.

* Derived from information provided by Value Line.
* Derived from information provided by Value Line.
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Q. How did Staff estimate historical DPS growth?

“A. " Staff estimated historical DPS growth by calculating a compound annual DPS growth rate”

for each of its sample companies over the 10-year period, 2003-2012.° As shown in

Schedule JAC-5, the average historical DPS growth rate for the sample was 3.4 percent.

Q. How did Staff estimate projected DPS growth?

A. Staff calculated an average of the projected DPS growth rates for the sample water utilities
from Value Line through the period, 2015-2017. The average projected DPS growth rate

is 3.7 percent, as shown in Schedule JAC-5.

Q. How did Staff estimate historical EPS growth rate?
Staff estimated historical EPS growth by calculating a compound annual EPS growth rate
for each of its sample companies over the 10-year period, 2002-2011.7 As shown in

Schedule JAC-5, the average historical EPS growth rate for the sample was 4.2 percent.

Q. How did Staff estimate projected EPS growth?
A. Staff calculated an average of the projected EPS growth rates for the sample water utilities
from Value Line through the period, 2015-2017. The average projected EPS growth rate

is 7.0 percent, as shown in Schedule JAC-S5.

Q. How does Staff calculate its historical and projected sustainable growth rates?
A. Historical and projected sustainable growth rates are calculated by adding their respective
retention growth rate terms (br) to their respective stock financing growth rate terms (vs),

as shown in Schedule JAC-6.

¢ Staff updated its 10-year historical dividend growth calculation to cover the period, 2003-2012, as the annual
dividend paid by each sample company in 2012 is known and measureable.

" The 10-year historical EPS growth calculation covers the period, 2002-2011, as the 2012 annual EPS number for
each sample has yet to be announced.




AW OWN

Lh

N o R N -

10

11
12
13
14
15
16
17
18
19
20
21
22

Direct Testimony of John A Cassidy
Docket No. W-02060A-12-0356
Page 19

Q. What is retention growth?

A" Retention growth is the growth in dividends due to the retention of earnings. The

retention growth concept is based on the theory that dividend growth cannot be achieved
unless the company retains and reinvests some of its earnings. The retention growth is

used in Staff’s calculation of sustainable growth shown in Schedule JAC-6.

Q. What is the formula for the retention growth rate?
A. The retention growth rate is the product of the retention ratio and the book/accounting

return on equity. The retention growth rate formula is:

Equation 3:
Retention Growth Rate = br

where : b = the retention ratio (1 — dividend payout ratio)

~
il

the accounting/book return on common equity

Q. How did Staff calculate the average historical retention growth rate (br) for the
sample water utilities? |

A. Staff calculated the mean of the 10-year average historical retention rate for each sample
company over the period, 2002-2011. As shown in Schedule JAC-6, the historical

average retention (br) growth rate for the sample is 2.9 percent.

Q. How did Staff estimate its projected retention growth rate (br) for the sample water
utilities?

A.  Staff used the retention growth projections for the sample water utilities for the period,
2015-2017, from Value Line. As shown in Schedule JAC-6, the projected average

retention growth rate for the sample companies is 4.4 percent.
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Q. When can retention growth provide a reasonable estimate of future dividend
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A. The retention growth rate is a reasonable estimate of future dividend growth when the
retention ratio is reasonably constant and the entity’s market price to book value (“market-
to-book ratio”) is expected to be 1.0. The average retention ratio has been reasonably
constant in recent years. However, the market-to-book ratio for the sample water utilities

is 2.1, notably higher than 1.0, as shown in Schedule JAC-7.

Q. Is there any financial implication of a market-to-book ratio greater than 1.0?

A. Yes. A market-to-book ratio greater than 1.0 implies that investors expect an entity to
earn an accounting/book return on its equity that exceeds its cost of equity. The
relationship between required returns and expected cash flows is readily observed in the
fixed securities market. For example, assume an entity contemplating issuance of bonds
with a face value of $10 million at either 6 percent or & percent and, thus, paying annual
interest of $600,000 or $800,000, respectively. Regardless of investors" required return on
similar bonds, investors will be willing to pay more for the bonds if issued at 8 percent
than if the bonds are issued at 6 percent. For example, if the current interest rate required
by investors is 6 percent, then they would bid $10 million for the 6 percent bonds and
more than $10 million for the 8 percent bonds. Similarly, if equity investors require a 9
percent return and expect an entity to eamn accounting/book returns of 13 percent, the
market will bid up the price of the entity’s stock to provide the required return of 9

percent.
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Q. How has Staff generally recognized a market-to-book ratio exceeding 1.0 in its cost of

"~ equity analyses in recent years?
A. Staff has assumed that investors expect the market-to-book ratio to remain greater than
1.0. Given that assumption, Staff has added a stock financing growth rate (vs) term to the

retention ratio (br) term to calculate its historical and projected sustainable growth rates.

Q. Do the historical and projected sustainable growth rates Staff uses to develop its
DCF cost of equity in this case continue to include a stock financing growth rate
term?

A. Yes.

Q. What is stock financing growth?

A. Stock financing growth is the growth in an entity’s dividends due to the sale of stock by
that entity. Stock financing growth is a concept derived by Myron Gordon and discussed
in his book The Cost of Capital to a Public Utility.® Stock financing growth is the product
of the fraction of the funds raised from the sale of stock that accrues to existing
shareholders (v) and the fraction resulting from dividing the funds raised frorﬁ the sale of

stock by the existing common equity (s).

¥ Gordon, Myron J. The Cost of Capital to a Public Utility. MSU Public Utilities Studies, Michigan, 1974. pp 31-35.
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1y Q. What is the mathematical formula for the stock financing growth rate?
"2l A7 The mathematical formula for stock financing growth is:
Equation 4:
Stock Financing Growth = vs
where : v = Fraction of the funds raised from the sale of stock that accrues
to existing shareholders
s = Fundsraised from the sale of stock as a fraction of the existing
common equity
3
41 Q. How is the variable v presented above calculated?
51 A Variable v is calculated as follows:
Equation 5:
book value
v = 1-|——m8
market value
6
7 For example, assume that a share of stock has a $30 book value and is selling for $45.
8 Then, to find the value of v, the formula is applied:
v = 1- (ﬂ
45
9 In this example, v is equal to 0.33.
10
1y Q. How is the variable s presented above calculated?
121 A. Variable s is calculated as follows:
13 Equation 6:
14 3 Funds raised from the issuance of stock
15 Total existing common equity before the issuance
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For example, assume that an entity has $150 in existing equity, and it sells $30 of stock.

" Then, to find the value of s, the formula is applied:” =~
_ (30
150
In this example, s is equal to 20.0 percent.

Q. What is the vs term when the market-to-book ratio is equal to 1.0?

A. A market-to-book ratio of 1.0 reflects that investors expect an entity to eam a

book/accounting return on their equity investment equal to the cost of equity. When the
market-to-book ratio is equal to 1.0, none of the funds raised from the sale of stock by the
entity accrues to the benefit of existing shareholders, i.e., the term v is equal to zero (0.0).
Consequently, the vs term is also equal to zero (0.0). When stock financing growth is

zero, dividend growth depends solely on the 4r term.

Q. What is the effect of the vs term when the market-to-book ratio is greater than 1.0?

A. A market-to-book ratio greater than 1.0 reflects that investors expect an entity to earn a

book/accounting return on their equity investment greater than the cost of equity.
Equation 5 shows that, when the market-to-book ratio is greater than 1.0, the v term is also
greater than zero. The excess by which new shares are issued and sold over book value
per share of outstanding stock is a contribution that accrues to existing stockholders in the
form of a higher book value. The resulting higher book value leads to higher expected
earnings and dividends. Continued growth from the vs term is dependent upbn the
continued issuance and sale of additional shares at a price that exceeds book value per

share.
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Q.
S

What vs estimate did Staff calculate from its analysis of the sample water utilities?

 Staff ‘estimated an"average stock financing growth of 2.0 percent for the sample water

utilities, as shown in Schedule JAC-6.

What would occur if an entity had a market-to-book ratio greater than 1.0 as a result
of investors expecting earnings to exceed its cost of equity, and subsequently
experienced newly-authorized rates equal only to its cost of equity?

Ceteris paribus, holding all other factors constant, one would expect market forces to
move the company’s stock price lower, closer to a market-to-book ratio of 1.0, to reflect

investor expectations of reduced expected future cash flows.

If the average market-to-book ratio of Staff’s sample water utilities were to fall to 1.0
due to authorized ROEs equaling their cost of equity, would inclusion of the vs term
be necessary to Staff’s constant-growth DCF analysis?

No. As discussed above, when the market-to-book ratio is equal to 1.0, none of the funds
raised from the sale of stock by the entity accrues to the benefit of existing shareholders
because the v term equals to zero and, consequently, the vs term also equals zero. When
the market-to-book ratio equals 1.0, dividend growth depends solely on the br term.
Staff’s inclusion of the vs term assumes that the market-to-book ratio continues to exceed
1.0 and that the water utilities will continue to issue and sell stock at prices above book

value with the effect of benefitting existing shareholders.

What are Staff’s historical and projected sustainable growth rates?
Staff’s estimated historical sustainable growth rate is 4.9 percent based on an analysis of

earnings retention for the sample water companies. Staff’s projected sustainable growth
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rate is 6.5 percent based on retention growth projected by Value Line. Schedule JAC-6

““presents Staff’s estimates of the sustainable growth rate. B

Q. What is Staff’s expected infinite annual growth rate in dividends?

A. Staff’s expected dividend growth rate (g) is 5.0 percent, which is the average of historical
and projected DPS, EPS, and sustainable growth estimates. Staff’s calculation of the
expected infinite annual growth rate in dividends is shown in Schedule JAC-8.

Q. What is Staff’s constant-growth DCF estimate for the sample utilities?

A. Staff’s constant-growth DCF estimate is 8.1 percent, as shown in Schedule JAC-3.

The Multi-Stage DCF 7

Q. Why did Staff implement the multi-stage DCF model to estimate Cordes Lakes’ cost
of equity?

A. Staff generally uses the multi-stage DCF model to consider the assumption that dividends

may not grow at a constant rate. The multi-stage DCF uses two stages of growth, the first
stage (near-term) has a four-year duration, followed by a second stage (long-term) of

constant growth.
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Q. What is the mathematical formula for the multi-stage DCF?

“A.~The multi-stage DCF formula is shown in the following equation: T
Equation 7:
" D D "
B o= 3 2, Dlxg) [
a (1+K) K-g, 1+K)
Where: F, = -currentstock price
D, = dividends expected during stage 1
K = costof equity
n = Yyearsof non — constant growth
D, = dividend expected in yearn
g, = constant rate of growth expected after year n

Q. What steps did Staff take to implement its multi-stage DCF cost of equity model?

A. First, Staff projected future dividends for each of the sample water utilities using near-

term and long-term growth rates. Second, Staff calculated the rate (cost of equity) which
equates the present value of the forecasted dividends to the current stock price for each of

the sample water utilities. Lastly, Staff calculated an overall sample average cost of

equity estimate.

Q. How did Staff calculate near-term (stage-1) growth?

A. The stage-1 growth rate is based on Value Lines’s projected dividends for the next twelve

months, when available, and on the average dividend growth (g) rate of 5.0 percent,

calculated in Staff’s constant DCF analysis for the remainder of the stage.
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Q. How did Staff estimate long-term (stage-2) growth?

A Staff calculated the stage-2 growth rate using the arithmetic mean rate of growth in Gross |~

Domestic Product (“GDP”) from 1929 to 2011.° Using the GDP growth rate assumes that

the water utility industry is expected to grow at the same rate as the overall economy.

Q. What is the historical GDP growth rate that Staff used to estimate stage-2 growth?

A. Staff used 6.5 percent to estimate the stage-2 growth rate.

Q. What is Staff’s multi-stage DCF estimate for the sample utilities?

A. Staff’s multi-stage DCF estimate is 9.5 percent, as shown in Schedule JAC-3.

Q. What is Staff’s overall DCF estimate for the sample utilities?
A. Staff’s overall DCF estimate is 8.8 percent. Staff calculated the overall DCF estimate by

averaging the constant growth DCF (8.1%) and multi-stage DCF (9.5%) estimates, as
shown in Schedule JAC-3.

Capital Asset Pricing Model

Q. Please describe the CAPM.

A. The CAPM is used to determine the prices of securities in a competitive market. The

| CAPM model describes the relationship between a security’s investment risk and its
market rate of return. Under the CAPM, an investor requires the expected return of a
security to equal the rate on a risk-free security plus a risk premium. If the investor’s
expected return does not meet or beat the required return, the investment is not

economically justified. The mode] also assumes that investors will sufficiently diversify

® www.bea.doc.gov.
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1 their investments to eliminate any non-systematic or unique risk."® In 1990, Professors
2 Harry Markowitz, William Sharpe, and Merton Miller earned the Nobel Prize in
3 Economic Sciences for their contribution to the development of the CAPM.
4 .
51 Q. Did Staff use the same sample water utilities in its CAPM and DCF cost of equity
6 estimation analyses?
71 A. Yes. Staff’s CAPM cost of equity estimation analysis uses the same sample water
8 companies as its DCF cost of equity estimation analysis.
9
10y Q. What is the mathematical formula for the CAPM?
1] A. The mathematical formula for the CAPM is:
12
Equation 8:
K = R, +R,—-R,)
where: R, = risk free rate
R, = return on market
p = beta
R,-R, = marketrisk premium
K = expected return
13
14 The equation shows that the expected return (K) on a risky asset is equal to the risk-free
15 interest rate (R¢) plus the product of the market risk premium (R, — Ry) multiplied by beta
16 (B) where beta represents the riskiness of the investment relative to the market.

19 The CAPM makes the following assumptions: 1) single holding period; 2) perfect and competitive securities
market; 3) no transaction costs; 4) no restrictions on short selling or borrowing; 5) the existence of a risk-free rate;
and 6) homogeneous expectations.
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A. Beta is a measure of a security’s price volatility, or systematic risk, relative to the market

Q. How did Staff estimate Cordes Lakes’ beta?

A Staff used the average of the Value Line betas for the sample water utilities as abproxy for
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Q. What is the risk-free rate?

- The risk-free rate is the rate of return of an investment free of defaultrisk. |

Q. What does Staff use as surrogates to represent estimations of the risk-free rates of
interest in its historical and current market risk premium CAPM methods?

A. Staff uses separate parameters as surrogates for the estimations of the risk-free rates of

| interest for the historical market risk premium CAPM cost of equity estimation and the
current market risk premium CAPM cost of equity estimation. Staff uses the average of
three (5-, 7-, and 10-year) intermediate-term U.S. Treasury securities’ spot rates in its
historical market risk premium CAPM cost of equity estimatidn, and the 30-year U.S.
Treasury bond spot rate in its current market risk premium CAPM cost of equity

estimation. Rates on U.S. Treasuries are largely verifiable and readily available.

Q. What does beta measure?

as a whole. Since systematic risk cannot be diversified away, it is the only risk that is
relevant when estimating a security’s required return. Using a baseline market beta
coefficient of 1.0, a security having a beta value less than 1.0 will be less volatile (i.e., less

risky) than the market. A security with a beta value greater than 1.0 will be more volatile

(i.e., more risky) than the market.

the Company’s beta. Schedule JAC-7 shows the Value Line betas for each of the sample

water utilities. The 0.71 average beta coefficient for the sample water utilities is Staff’s
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estimated beta value for Cordes Lakes. A security with a beta value of 0.71 has less
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Q. What is the market risk premium (R, — Ry)?
A. The market risk premium is the expected return on the market, minus the risk-free rate.

Simplified, it is the return an investor expects as compensation for market risk.

Q. What did Staff use for the market risk premium?
A. Staff uses separate calculations for the market risk premium in its historical and current

market risk premium CAPM methods.

Q. How did Staff calculate an estimate for the market risk premium in its historical
market risk premium CAPM method?

A. Staff uses the intermediate-term government bond income returns published in the
Ibbotson Associates’ Stocks, Bonds, Bills, and Inflation 2012 Yearbook to calculate the
historical market risk premium. Ibbotson Associates calculates the historical risk
premium by averaging the historical arithmetic differences between the S&P 500 and the
intermediate-term government bond income returns for the period 1926-2011. Staff’s

historical market risk premium estimate is 7.2 percent, as shown in Schedule JAC-3.

Q. How did Staff calculate an estimate for the market risk premium in its current
market risk premium CAPM method?

A. Staff solves equation 8 above to arrive at a market risk premium using a DCF-derived
expected return (K) of 12.87 (2.2 + 10.67"") percent using the expected dividend yield (2.2

percent over the next twelve months) and the annual per share growth rate (10.67 percent)

! The three to five year price appreciation is 50%. 1.50°% -1 =10.67%.
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VIIL.

that Value Line projects for all dividend-paying stocks under its review'? along with the

- current long-term risk-free rate (30-year Treasury note at 3.02 percent) and the market’s

average beta of 1.0. Staff calculated the current market risk premium as 9.8 percent,’® as

shown in Schedule JAC-3.

What is the result of Staff’s historical market risk premium CAPM and current
market risk premium CAPM cost of equity estimations for the sample utilities?
Staff’s cost of equity estimates are 6.4 percent using the historical market risk premium

CAPM and 10.0 percent using the current market risk premium CAPM.

What is Staff’s everall CAPM estimate for the sample utilities?
Staff’s overall CAPM cost of equity estimate is 8.2 percent which is the average of the
historical market risk premium CAPM (6.4 percent) and the current market risk premium

CAPM (10.0 percent) estimates, as shown in Schedule JAC-3.

SUMMARY OF STAFF’S COST OF EQUITY ANALYSIS

What is the result of Staff’s constant-growth DCF analysis to estimate the cost of
equity for the sample water utilities?

Schedule JAC-3 shows the result of Staff’s constant-growth DCF analysis. The result of
Staff’s constant-growth DCF analysis is as follows:

=
n

3.1% + 5.0%

.~
Il

8.1%

'2 January 25, 2013 issue date.
1312.87% = 3.02% + (1) (9.8%).
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Staff’s constant-growth DCF estimate of the cost of equity for the sample water utilities is

~ 8.1 percent.

Q. What is the result of Staff’s multi-stage DCF analysis to estimate of the cost of equity

for the sample utilities?

A. Schedule JAC-9 shows the result of Staff’s multi-stage DCF analysis. The result of

Staff’s multi-stage DCF analysis is:

Company Equity Cost

Estimate (k)
American States Water 9.0%
California Water 9.8%
Aqua America 9.0%
Connecticut Water 9.7%
Middlesex Water 10.3%
SIW Corp 9.2%
Average 9.5%

Staff’s multi-stage DCF estimate of the cost of equity for the sample water utilities is 9.5

percent.

Q. What is Staff’s overall DCF estimate of the cost of equity for the sample utilities?

A. Staff’s overall DCF estimate of the cost of equity for the sample utilities is 8.8 percent.
Staff calculated an overall DCF cost of equity estimate by éveraging Staff’s constant
growth DCF (8.1 percent) and Staff’s multi-stage DCF (9.5 percent) estimates, as shown
in Schedule JAC-3.
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Q. What is the result of Staff’s historical market risk premium CAPM analysis to

 estimate of the cost of equity for the sample utilities?

A. Schedule JAC-3 shows the result of Staff’s CAPM analysis using the historical risk

premium estimate. The result is as follows:

k = 13% + 071*72%

k = 64%

Staff’s CAPM estimate (using the historical market risk premium) of the cost of equity to

the sample water utilities is 6.4 percent.

Q. What is the result of Staff’s current market risk premium CAPM analysis to

estimate the cost of equity for the sample utilities?

A. Schedule JAC-3 shows the result of Staff’s CAPM analysis using the current market risk

premium estimate. The result is:

k

i

3.0% + 0.71 * 9.8%

k

10.0%

Staff’s CAPM estimate (using the current market risk premium) of the cost of equity to the

sample water utilities 1s 10.0 percent.
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Q. What is Staff’s overall CAPM estimate of the cost of equity for the sample utilities?
Staff’s overall CAPM estimate for the sample utilities 1s 8.2 percent.  Staff’s overall
CAPM estimate is the average of the historical market risk premium CAPM (6.4 percent)
and the current market risk premium CAPM (10.0 percent) estimates, as shown in
Schedule JAC-3.
Q. Please summarize the results of Staff’s cost of equity analysis for the sample utilities.
A. The following table shows the results of Staff’s cost of equity analysis:
Table 2
Method Estimate
Average DCF Estimate 8.8%
Average CAPM Estimate 8.2%
Overall Average 8.5%
Staff’s average estimate of the cost of equity to the sample water utilities is 8.5 percent.
VIII. FINAL COST OF EQUITY ESTIMATES FOR CORDES LAKES
Q. Please compare Cordes Lakes’ capital structure to that of the six sample bwater
companies.
A. The average capital structure for the sample water utilities is composed of 48.4 percent

equity and 51.6 percent debt, as shown in Schedule JAC-4. Cordes Lakes’ capital

structure is composed of 100.0 percent equity and 0.0 percent debt. In this case, since

Cordes Lakes’ capital structure contains no debt, its stockholders have no exposure to

financial risk. In contrast, the average sample water utilities’ capital structure is more
highly leveraged, and thus common stock shareholders in those sample companies are

exposed to financial risk.
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Does Cordes Lakes’ reduced financial risk affect its cost of equity?

“Yes. As'previously discussed, financial risk is a component of market risk and investors |

require compensation for market risk. Since Cordes Lakes’ financial risk exposure is less
than that of the average sample water companies, its cost of equity is lower than that of the
sample water companies. However, Staff is not recommending a downward financial risk

adjustment in this proceeding, as the Company does not have access to the capital

markets.

Did Staff consider factors other than the results of its technical models in its cost of
equity analysis?

Yes. In consideration of the relatively uncertain status of the economy and the market that
currently exists, Staff is proposing an Economic Assessment Adjustment to the cost of
equity. In this case, Staff recommends a 60 basis point (0.6 percent) upward Economic

Assessment Adjustment, as shown in Schedule JAC-3.

What is Staff’s ROE estimate for Cordes Lakes?
Staff determined an ROE estimate of 9.1 percent for Cordes Lakes based on cost of equity
estimates for the sample companies of 8.5 percent for both the CAPM and the DCF and

adoption of a 60 basis point upward Economic Assessment Adjustment, as shown in

Schedule JAC-3.
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RATE OF RETURN RECOMMENDATION
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What overall rate of return did Staff determine for Cordes Lakes?

Staff determined a 9.1 percent ROR for the Company, as shown in Schedule JAC-1 and

the following table:
Table 3
Weighted
Weight  Cost  Cost
Long-term Debt 0.0% 0.0% 0.0%
Common Equity 100.0% 9.1% 9.1%
Overall ROR 9.1%

STAFF RESPONSE TO COMPANY’S PROPOSED COST OF CAPITAL

Please summarize the Company’s cost of capital request.

The Company’s application does not present testimony pertaining to the cost of capital.
Schedule A-1 of the application shows the requested overall rate of return as 8.0 percent.
Schedule D-1 “Summary of Cost of Capital” of the application shows a capital structure
comprised of only $18,170 for customer deposits at a 6.0 percent cost rate. Schedule E-1
“Comparative Balance Sheet” of the application shows $651,634 for total shareholders’
equity. Staff has calculated the capital structure implied by the Company’s application
comprised of 2.7 percent debt and 97.3 percent equity and has also calculated the implied
ROE of 8.1 percent. As discussed in Section IV above, the Commission- has a long-
standing practice of treating customer deposits as a deduction in the calculation of rate
base as opposed to as a component of the capital structure, and Staff advocates that the
Commission continue its usual practice in this case. Thus, the Company has no debt in its
capital structure. In summary, the Company has supported neither the capital structure nor

the cost of equity implied in its application, and those proposals should be rejected.
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XI. CONCLUSION

Q. Please summarize Staff’s recommendations.
A. Staff recommends that the Commission adopt a 9.1 percent overall rate of return!* for the

Company based on a capital structure composed of 0.0 percent debt and 100.0 percent

equity.

Q. Does this conclude your direct testimony?

A. Yes, it does.

' Sum of cost of equity estimate (8.5%) and economic assessment adjustment (0.6%).




L-OVr sinpayag

‘ummel jo ejes

pejsenbei sy} se %08 smoys uopedydde s, D o4} JO |-V ejnpayss  ‘jesyg leg 2 -3 ejnpeyog
s,Auedwo) eyy u| pspoder se fnbe s, sepjoyyools 1eek yse) B des ‘v£8'1694 Jo Annbe uowwios pue Jusucduiod

19ep S|y sepnjau) eanongs [Edes pesodoad D eAoqe el d g Jo }503 B JE Jqep Jsode( 83jAIes

40 021'81$ Jo Ajuo Bupsisuos exmonns jepdeos Jeek )sa] B $100}) 8,Auedwio) sy uj pely |-Q ejnpeyss iejoN

‘P-OVI pue ¢-0yr :sepaysg buploddng
[olx gl :[al

%0°8 ' lendeg Jjo 3800 ebeioay paiybie
%8L %18 . %€’ L6 Ainb3 uowwo)
%20 %09 %L'Z el
aunjonug pesodoid Auedwon

%16 , reyded jo 1500 ebelany peybiopm
%16 %16 %000} Aunb3 uowwion
%0°0 . %00 %0°0 198
8INJoNJ)S papuswitIoday yeis

1500 18095 [CARNENYY UONGiINSag

paybiom

lal fol [a] v ]

pasodoid Auedwon) pue papudWILLOIaY JRIS
[endeD Jo 1s00 abelaAy pajyblapm puy
ainjonag [euded
uonenae) jeydes Jo 1s0n) saye] sapio)

96€0-21-Y09020-M "ON 19X00Q



¢-OVT °npaydg

yuelq Yo Ajjeuonusiul

98€0-¢1-V090Z0-AM "ON 18300Q



€-0OVr sinpeyog

Auowpsay 2

€IBP }00q s8I, 7107 |BES SOIR[0SSY qqj wouj pajeinates (dy) d sy 19ieN |€9L0ISIH 9
supanep g

AoB-seansn mmm je Juausedsq Aunseal] " ey) woy ajel puoq Aunseal | Jga 0¢ Joj (Ju) Syes sasy ¥
AQR'SRANSN MMM JE «:w:..twnnm Kinseai] "g°n auyy wouy sajes Linseas] seak g1 pue *Z ‘g Joj {3) 9Bl BoNSIY §
‘ 8-DVI 8INpayos Z

aujq anjeA pue AaUoW NSW |

%16 304

%0°0 jusunsnipe ysu [eloueUl

%16 [elol-qns

%00 jusunsnipy JUBWISSASSY JHWIOU0IT]

%G'8 ssjewnsy Agnb3 4o 1500 |[B18AQ JO abelaay

%<8 . ajeums3 NdyD ebelaay

%00l , %86 X L0 +  %0¢€ SUNIWald YStY Josuely jusund

%V'9 9 %CL X VL0 + %e'L + gWniteld 3SR 1oMe 1BOLOISIH ;
3 @y x g + It} POUISIN NdVD

%88 ajewnsy 4nq ebesany

%56 alewnsy 40Q obejs-niniN

%18 %0'S + %l'€ sjeunsy 400 WMOID Juejsud)
] B + dra PomIdIN 454
E)] lal (ol =] [v]

~ safinn Jelepm odwes
sejewns3 Aynb3 40 1500 jeur
uonenoe) jendes Jo 1500 sexeT sepiod

9G€0-21-v09020-M "ON 18%00(]



¥-OVr 8inpayog

sulT anjeA wody sajuedwon 19jep) ajdueg

:80in0g

%0°001 %0°001 %0°0 8InPnug [elded [enjoy - saxeT sepod)
%0001 %P8y %9°LG sailin Jelep odwes abeloay
%0700} %E v %1 GG dioD MrS
%0700} %7°99 %ECH . IBIE A XOS3IPPIN
%0001 %62 %L LG : JBIBAN INONOBUU0D
%0001 %L ot %6'€S eolawy enby
%0001 %L O %E'ES Jajep epuoped
%0°001 %0'vS %09 Jajep selels ueouswy
B0 Rinbg 198G Auedwic)
a
uowwon
[al %) [al ]

sanIlN Jejepn aldwes jo ainjonag feyded sbeseay
uohenole) jeyide) 4o }sop) sayeT saplon

95€0-21-v09020-M "ON 1&300Q



G-OVI 8inpayog

*9102-210Z ‘pouad 1esA-1n0j atj) 518403 YIMOIB §4Q palsalold -- auf] enje ¢

‘a|geaInsealll pue Moy S| il Se Z102Z-£00Z Woly pajepdn yImasB puspiAIp |eOIOLS|Y Jeak-uo | — BUIT anjeA T

suy anjep |

%0°L %Z'¥ %L'E %€ sapInn Jelep sjdweg abelseay
%G'S %Lc %0t %V ¥ diod MrS
%¢g'8 %¥'Z %6} %L} Jaje \\ xasa|ppIN
%L'6 %p 0 %G'E %L1 Joje A IN010BUL0D
%9°'G %E"L %SV %L L eouawy enby
%9'8 %29 %€ %Z'L laye A elulojed
%Ly %G %6'S %6°¢ Jo)e A SOIBlS ueoLBWY
.Sd3 .Sd3 ¢.9dd 2, 5dd Kuedwor
pajosfoid L10Z 0} 2002 pajosfold Z10Z 01 £002

aleys 1od aleysg Jod aJeys Jad aJ1eys Jed

. wmc_c._mm wmc_c._mm_ SpuUapIAIg SpUapIAI(]
[3l [al [o] (gl fvl

salN Jajen o|dwes

SpuaplAlq pue sBuiuies uy yimols
uonenojen jexded Jo 1s0D) saye] sepio)

9G€£0-¢1-¥09020-M "ON 183200



9-OVr 8npayog

[al+Eo] :[4]

[al+[g] :[3]

Aouoi NSIN pue aui anjep :[al
suf enjea :[o]

aupy enfep :[g]

%69 %6 ¥ %0'Z %'y %6'Z senN Jeje ejdwes ebeiaay
%ET %8€ %10 %e © %L diod mrs
%02 %0°G %.L°€ %E'e S %eL ia1e M XasaippIN
uonoefoid oN %Z'E %0 uonosfold oN %CC JOJE M INOROBULOD
%97, %29 %E"2 %C'SG %bv edliswy enby
%0/ %b v %22 %8"Y %Z'C Isye p\ elwloleD
%82 %19 %82 %E'G %9°¢ lolepp S8lElS uBdLIBWY
SAFIq  BAT SA q . 9 AUBdos
pajosfoid  110Z 01 Z00Z Ymois peyosloid L1L0Z 03 Z00Z :
Yimolo mous) Butoueu4 MoID YIMoID

sjgeulelsNng  s[qeulelsng 30018 uonualeay uonusjey

(4] (5l @ o fal vl

samnn JereMm eydwes
ymoI9 s|qeurelsng
uonenale) jeyded 4o 100 sexeT sepioD

9G€0-Z1-¥Y090Z0-M "ON 18300(




29°0 /{l4] + ge0-) :[o]
aury enjep :[41
[a}/[o} 3]

aupt enjeA :[al
Ksuop usy o}

L-OVT 8|npayog

€90 LLo L'z obeioay
GZi0 G8°0 A 9e'GE L1192 MrS diod MrS
Zsio 0L0 9t 16°LL Z561 X3ASW J18)e M\ XOSB|PPIN
09,0 SL'0 I 19°€lL 9.'62Z SMLD Jaje M\ INORoBULIoD
L€]0 09°0 82 66 66°9Z HIM eauswy enby
G¥/0 G9°0 Ll ov'LL GE6L LMD 1aje\ eluiope)D
¢Si0 0.0 14 92'¢¢ €0'LS qMVY I9)E A S9)BIS uedlBWY
meig g 3o0g SNIEA Mjo0g €102/ce/L JOQUAS Auedwo)
elag ejeg ol PIN 90l jodg
mey Ul anjeA

o] {4 El {al [0l [al vl

e Jalepm o|dwes jo-ejeq [epueuly pajos|es
uofjenoes |endes jo 1500 sayeT] saplod

9G€0-¢1-Y09020-M "ON 19%00Q



9-DVr 8|npayss z
§-OVr anpoyos |

!
%0°G abesony
%S9 zP310310.1d - YMOIS S[qeliE}sSng
%6’y £IESHOISIH - Ymoio ajqeuelsng
%02  PaBl0Id - Ymoio S43
%Z  [EOLIOISIH - YIMOID) ST
%L'€ ,patosfold - ymoin sdag
! : %€ [EOLIOISIH - ymous sda
B uondussaqg
] Iv]

8-0Vr anpayos

sapinn Jeyep s|dweg

SPUSPINIT Ul Yimoig [enuuy 8jiuyul pejoadx3 Jo uonenoen
uonenojes feyde) Jo 100 save sepion _

95€0-¢1-V09020-M "ON 194007




UM OIS JURISTOD — UOU JO SIBaA-

U xeof Ui pajosdxs puspuIp

a
u
Aymbs yoisoo = y
a

U JeaA I9)Je pajoadxs Ymoid Jo 2)el 1URISU0D

SpUspiAl(] Petoslold jo Uinjey Jo ejey [else)y]

*SIB[OP JUBLIND W LLOZ - 6261 QD Ul YamoiB fenuue ebBeleay ¢
uopeuLiojL} eulT] en[eA wioly peaue(

£-9vr enpeyog oes {g] |

I
=
1)

il

i

1 98e1s Surmp pajoadxs spuspiap =

sodyooiswarmo = 97 axoym
(¥+D Ty S+ B o
%66 obelery 1 Anw +D°aq + a W = d
%C'6 %G9 98°0 280 8.0 G0 8'9Z died mrs
%€ 0L %G9 68°0 S8'0 180 L0 S6l 181 M\ XasalppI
%L '€ %G9 4" 80'L €0’ 860 862 e\ Inofjosuuo]
%06 %S9 080 9.'0 €l'0 69°0 0lc eolIBWY Bnby
%86 %S9 9.0 €0 69°0 990 V6l J8le A\ BlLIOHED
%06 %S9 0s'L eyl 9¢’L og’l 0'ls . JOJE M\ SOIEIS UBOUBWY
p tp P P €L0z/ez/)
Sy eretnsg ("B va (°d) 20Uy KUEdwos
1509 Allhbg mctsem Z abeig (ymoub | ebeig) ,SPUSpIAIg pajosioid PIN JuaunD

6-OVT 8inpsuydsg

il

[H]

€}

Ei|

[al

{ol

salin Jelep edues

sajewnss 400 obaIS-HNW
uonenofe) jeyden jo 1507 SaYeT SepLon)

lal vl

9G£0-Z1-V090Z0-M "ON 18300Q



BEFORE THE ARIZONA CORPORATION COMMISSION

BOB STUMP
Chairman
GARY PIERCE
Commissioner
BRENDA BURNS
Commissioner
SUSAN BITTER SMITH
Commissioner
BOB BURNS

Commissioner

-’

DMITIED

IN THE MATTER OF THE APPLICATION OF

) DOCKET NO W-02060A-12-0356
CORDES LAKES WATER COMPANY FOR )
)
)

AN INCREASE IN ITS RATES

SURREBUTTAL
TESTIMONY
OF
JOHN A. CASSIDY
PUBLIC UTILITIES ANALYST
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

MAY 17,2013



TABLE OF CONTENTS

PAGE
I INTRODUCTION 1
1. COST OF EQUITY AND OVERALL RATE OF RETURN 1
III. STAFF RESPONSE TO COMPANY WITNESS MATTHEW J. ROWELL............ 3
IV. STAFF RECOMMENDATIONS 8

SURREBUTTAL SCHEDULES

Capital Structure and Weighted Cost of Capital..........cooeevrevinecniciiieiincecce e JAC-1
Intentionally Left BIAnK ........coooeeeeiiiiicieieiice et et s JAC-2
Final Cost of Equity Estimates for Sample Water Utilities ..........ccocreeienievcnmniniencee e JAC-3
Average Capital Structure of Sample Water UtIlItIes .....c.ooveeeieieeeeeincnecnciee et JAC 4
Growth in Earnings & Dividends of Sample Water Utilities .........coccevereeccviinincenieneeenanee JAC-5
Sustainable Growth for Sample Water UHITIES. ....ccooeeoiriiiiiiiee ettt JAC -6
Selected Financial Data of Sample Water Utilities........ccooiuerieieerirccieiccccenc e JAC -7
Calculation of Expected Infinite Annual Growth in Dividends........ccovveveieveecrecieicene JAC -8

Multi-Stage DCF ESHIMAtES ..c.covureerrieiirierieriniiiiic ettt ettt sme e e e sene e JAC -9



EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY
DOCKET NO. W-02060A-12-0356

The Surrebuttal Testimony of Staff witness John A. Cassidy addresses the following issues:

Capital Structure — Staff continues to recommend that the Commission adopt a capital structure
for Cordes Lakes Water Company (“Cordes Lakes” or “Company”) for this proceeding
consisting of 0.0 percent debt and 100.0 percent equity.

Cost of Equity — Staff recommends that the Commission adopt a 9.0 percent return on equity
(“ROE”) for the Company, a decrease from the 9.1 percent ROE Staff recommended in Direct
Testimony. Staff’s estimated ROE for the Company is based on the average of its discounted
cash flow method (“DCF”) and capital asset pricing model (“CAPM”) cost of equity
methodology estimates for the sample companies of 8.1 percent for the CAPM and 8.7 percent
for the DCF. Staff’s recommended ROE includes an upward economic assessment adjustment of
60 basis points.

Cost of Debt — Staff recommends that the Commission adopt a 0.0 percent cost of debt for the
Company, as the Company has no debt in its capital structure.

Overall Rate of Return ~ Staff recommends that the Commission adopt a 9.0 percent overall rate
of return, a decrease from the 9.1 percent ROE Staff recommended in Direct Testimony.

Company-Proposed Cost of Capita] — The Company’s Rebuttal Testimony proposes a 10.55
percent ROE, an increase from the 8.1 percent ROE it requested in its initial filing. This request
should be rejected because it is not based on comprehensive cost of capital analysis. The
Company’s criticisms of Staff’s ROE recommendation reflect a fundamental misunderstanding
of the ROE analysis applied to regulated utilities.
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I

1L

INTRODUCTION

Please state your name, occupation, and business address.

My name is John A. Cassidy. I am a Public Ultilities Analyst employed by the Arizona
Corporation Commission (“Commission”) in the Utilities Division (“Staff”). My business

address 1s 1200 West Washington Street, Phoenix, Arizona 85007.

Are you the same John A. Cassidy who filed Direct Testimony in this case?

Yes, I am.

What is the purpose of your Surrebuttal Testimony in this rate proceeding?

The purpose of my Surrebuttal Testimony is to update Staff’s cost of capital analysis and
its recommendations regarding Cordes Lakes Water Company (“Cordes Lakes” or
“Company”’) cost of capital, and to respond to the cost of capital Rebuttal Testimony of

Company witness, Matthew J. Rowell (“Mr. Rowell’s Rebuttal™).

Please explain how Staff’s Surrebuttal Testimony is organized.

Staff’s Surrebuttal Testimony is presented in four sections. Section I is this introduction.
Section II discusses Staff’s updated cost of capital analysis. Section III presents Staff’s
comments on the Rebuttal Testimony of the Company’s .cost of capital witness, Mr.

Rowell. Lastly, Section IV presents Staff’s recommendations.

COST OF EQUITY AND OVERALL RATE OF RETURN

Is Staff recommending a different capital structure for Cordes Lakes in its
Surrebuttal Testimony than it did in Direct Testimony?

No. Staff continues to recommend a capital structure consisting of 0.0 percent debt and

100.0 percent common equity.
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Q. Has Staff updated its analysis concerning the Company’s cost of equity (“COE”)
since filing Direct Testimony in this proceeding?

A. Yes. Staff updated its analysis to include more recent market data.

Q. What is Staff’s updated estimate for the COE?

A Staff’s updated estimate for the COE is 8.4 percent. This figure is derived from cost of
equity estimates which range from 8.7 percent for the discounted cash flow (“DCF”)
method to 8.1 percent for the capital asset pricing model (“CAPM”) estimation
methodologies, as shown in Surrebuttal Schedule JAC-3. In direct testimony, Staff’s

preliminary COE estimate was 8.5 percent.

Q. In its Surrebuttal Testimony, does Staff continue to recommend the 60 basis point
(0.6 percent) upward economic assessment adjustment to Cordes Lakes’ cost of
equity that it recommended in its Direct Testimony?

A. Yes.

Q. What ROE is Staff recommending for Cordes Lakes?

A. Staff recommends a 9.0 percent ROE. This figure represents Staff’s updated 8.4 percent
COE, derived from updated cost of equity estimates ranging from 8.7 percent for the DCF
method to 8.1 percent for the CAPM estimation methodologies, and includes Staff’s

upward 60 basis point economic assessment adjustment.

Q. Did Staff update its analysis concerning the Company’s overall rate of return?

A. Yes, the updated analysis is supported by Surrebuttal Schedules JAC-1 to JAC-9.
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Q. Does Staff’s updated cost of equity analysis result in a change to Staff’s weighted
average cost of capital?

A. Yes. Based upon its updated cost of equity analysis, Staff’s weighted average cost of
capital fell to 9.0 percent. In its Direct Testimony, Staff’s weighted average cost of capital
had been 9.1 percent.

Q. What overall rate of return is Staff recommending for Cordes Lakes?

A. Staff recommends a 9.0 percent overall rate of return. Staff’s recommendation is based on
an ROE of 9.0 percent, a cost of debt of 0.0, and a capital structure consisting of 0.0
percent debt and 100.0 percent common equity, as shown in Surrebuttal Schedule JAC-1.

IIl. STAFF RESPONSE TO COMPANY WITNESS MATTHEW J. ROWELL

Q. Please summarize the capital structure, cost of equity and overall rate of return
proposed in Mr. Rowell’s Rebuttal.

A. Mr. Rowell’s Rebuttal proposes a capital structure composed of 100 percent equity and a
cost of equity of 10.55, which equates to a 10.55 percent overall rate of return.

Q. Did Mr. Rowell sponsor direct cost of capital testimony in this docket?

A. No. Mr. Rowell was engaged by the Company to assist in the preparation of Rebuttal

Testimony subsequent to the filing of Staff’s Direct Testimony in this docket.
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Q. Is the capital structure proposed in Mr. Rowell’s Rebuttal the same capital structure
initially proposed by the Company?

A. No. As filed, the Company’s Application originally proposed a capital structure
consisting of 97.3 percent equity and 2.7 percent debt. In his Rebuttal Testimony, Mr.

Rowell adopts Staff’s recommended 100.0 percent equity capital structure.!

Q. For purposes of his Rebuttal Testimony, did Mr. Rowell perform any formal cost of

capital analysis to support his proposed 10.55 percent ROE?

A. No. Mr. Rowell simply gives consideration to the 10.55 percent ROE awarded Arizona
Water Company, Eastern Group (“AWC”) in Decision No. 73736 (dated February 20,
2013).?

Q. In his Rebuttal Testimony, does Mr. Rowell attempt to justify a 10.55 percent ROE
for Cordes Lakes on the grounds that (like AWC’s Eastern Group) the Company
faces the need for substantial rehabilitation of older plant?

A. Yes.?

Q. Does Staff consider Mr. Rowell’s claim in this regard to have merit?

A. No. In Direct Testimony filed by AWC witness Fredrick K. Schneider, it was established
that installation of water mains in the AWC Eastern Group’s Bisbee water system had
begun in the late 1800s, and that the oldest water main still in service dated from 1901.*
Furthermore, Mr. Schneider testified that based on AWC’s current replacement rate, it

would take over 170 years to replace the existing Bisbee water infrastructure.” In contrast,

! Rowell Rebuttal, p.3.

% Docket No. W-01445A-11-0310.

? Rowell Rebuttal, p. 8, lines 15-18.

* See Schneider Direct, Exhibit FKS-13 “Water Systems in the Eastern Group,” p. 78 (Docket No. W-01445A-11-
0310).

> See Schneider Direct, p. 68, lines 10-12 (Docket No. W-01445A-11-0310).
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Cordes Lakes is a water utility which was granted a Certificate of Convenience and
Necessity (“CC&N”) in 1968, thus rendering its infrastructure to be less than fifty years
old.®

Q. In his Rebuttal Testimony, Mr. Rowell is critical of Staff for using two different risk-
free (Ry) rates in its CAPM analyses. What is Staff’s response?

A. Staff incorporates two CAPM estimates into its cost of capital analyses, and as noted in
Staff’s Direct Testimony, utilizes separate parameters as surrogates for the risk-free rate in
each.” The CAPM is assumed to be a single holding period model,® and in order to be
reflective of an investor’s holding period, Staff’s historical market risk premium CAPM
utilizes intermediate-term inputs. Specifically, Staff utilizes intermediate-term inputs for
both the historical market risk premium component,” as well as for its proxy of the
intermediate-term risk-free rate (i.e., the average of the 5-, 7- and 10-year spot U.S.
Treasury yields).!"” Conversely, because Staff’s current market risk premium is DCF-
derived,'! the inputs utilized by Staff in its current market risk premium CAPM are of a
longer duration. The constant growth DCF model assumes that dividend growth (g) will
continue indefinitely/infinitely,'* and for this reason Staff utilizes as its risk-free rate the

spot yield on the 30-year U.S. Treasury note. 13

§ Decision No. 39646, dated September 13, 1968 (Docket No. U-2060).
7 Cassidy Direct, p. 29, lines

® Cassidy Direct, p. 28, footnote 10.

? Cassidy Direct, p. 30, lines 12-19.

10 Cassidy Direct, p.29, lines 8-12.

! Cassidy Direct, p. 30, line 23.

12 Cassidy Direct, p. 15, lines 15-16; and p. 16, line 4.

13 Cassidy Direct, p. 29, lines 10-12.
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Mr. Rowell suggests that Staff has used two different values for the risk-free (Ry) rate
in the same CAPM equation, and in so doing has not only abandoned the simple logic
of high school algebra, but by inference, has purposefully understated its historical
market risk premium CAPM estimate.* Is this true?

No.

Since this is not true, how does Staff explain Mr. Rowell’s assertion that when the
risk-free (R¢) rate can have a “positive impact” on the COE estimate, “Staff plugs in
a low estimate of RF (1.29%),” yet when the risk-free rate can have a “negative
impact” on the COE, “Staff plugs in a high estimate of RF (4.66%)?”"°

As shown in Equation 8 of Staff’s Direct Testimony,'® and as depicted below, the risk-free

(Rp) rate does, in fact, appear twice in the CAPM formula:

K=Ri+BRa—Rg

First, as a value to be added to the quantity, [(Rn, — Ry)], and again, in the calculation of
the market risk premium, (R — Ry). However, as noted in Staff’s Direct Testimony,'” for
purposes of its historical market risk premium CAPM, the market risk premium
component is calculated by taking the difference between the historical annual arithmetic
mean return on equity securities, as measured by the S&P 500, over the period 1926-2011,
and the arithmetic mean intermediate-term government bond income return over that same
period of time. Being that the market risk premium is a measure of the return equity

investors expect as compensation for exposure to market risk,'® quantifying an historical

' Rowell Rebuttal, pp. 6-7.

15 Rowell Rebuttal, p.7, lines 2-5.

16 Cassidy Direct, p. 28, line 12,

Y7 Cassidy Direct, p. 30, lines 12-19.
¥ Cassidy Direct, p. 30, line 6.
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market risk premium necessitates using as inputs the average annual realized equity return
on the one hand, and an average of the risk-free rate in effect over that same period of time
on the other. Staff’s historical market risk premium CAPM methodology utilizes this
approach; thus, the 7.2 percent market risk premium shown in Schedule JAC-3 represents
the difference between the 11.88 percent average annual total return on the S&P 500 and
the 4.66 percent average annual intermediate-term government bond return covering the
85-year period, 1926-2011 (7.22% = 11.88% - 4.66%)."” Staff’s utilization of a 1.3
percent spot intermediate-term risk-free rate as the other (R¢) value in the equation is
consistent with estimating the expected market cost of equity utilizing the risk-free rate
bomme by investors in today’s marketplace, calculated using the historical market risk

premium discussed above.

Q. For purposes of its cost of capital analysis, how long has Staff employed the
methodology discussed above to calculate its historical market risk premium CAPM
COE estimate?

A. To my knowledge, Staff has employed its historical market risk premium CAPM

methodology for over ten years.

Q. To the best of your knowledge, has a cost of capital witness testifying on behalf of a
utility in another rate docket ever questioned the propriety of Staff’s historical
market risk premium methodology in the manner Mr. Rowell has done in his
Rebuttal Testimony? |

A. No.

19 Staff ‘s 7.2 percent historical market risk premium is rounded to a single digit.
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IV.

How does Staff respond to Mr. Rowell’s assertion that Staff’s analysis fails to
address general economic conditions?>’

While it is true that Staff’s Direct Testimony does not include a discussion of general
economic conditions, consideration of general market conditions is inherently
incorporated in the market based DCF and CAPM models used by Staff. Inputs (e.g.,
stock prices, dividends, GDP, et al.) into the DCF and CAPM models reflect general
economic conditions through market forces. Use of market based CAPM and DCF
models is also a superior. way to achieve compliance with the underlying criteria
established by Hope and Bluefield that Mr. Rowell’s Rebuttal claims Staff’s cost of capital
analysis fails to satisfy.”’ The Company’s criticisms of Staff’s ROE recommendation
reflect a fundamental misunderstanding of the use of market based analyses as they apply

to regulated utilities.

STAFF RECOMMENDATIONS
What are Staff’s recommendations for Cordes Lakes’ cost of capital?

Staff recommends the following for Cordes Lakes’ cost of capital:

1. A capital structure of 0.0 percent debt and 100.0 percent equity.

2. A 0.0 percent cost of debt.

3. A 9.0 percent return on equity (including a 0.6 percent (60 basis points) upward
economic assessment adjustment).

4. A 9.0 percent overall rate of return.

20 Rowell Direct, p. 5, line 12.
! Rowell Rebuttal, p. 4, lines 9-10. As enumerated in Mr. Rowell’s Rebuttal, these critera consist of : Commensurate
Eamnings, Financial Integrity, Capital Attraction, Changing Level of Returns, and “End Result” Doctrine.
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Q. Does this conclude your Surrebuttal Testimmony?
A. Yes, it does.
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EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY
DOCKET NO. W-02060A-12-0356

‘Cordes Lakes Water Company (“Cordes Lakes” or “Company”) is an Arizona for-

————profit Class C public-service-corporation-providing water-to-approximately-1,300-customers

in and around the Town of Cordes Junction, Yavapai County, Arizona.

On August 6, 2012, the Company filed a rate increase application. On August 17, the
Company docketed additions and revisions to the rate increase application. On August 30,
2012, the Company requested additional time to file revisions to the rate application. On
September 25, 2012, the Company docketed additional information revising the rate
application. On October 17, 2012, Staff filed a letter declaring the Company’s rate
application sufficient. On November 8, 2012, the Company docketed Additions to the Rate
Increase Application. ‘

The Company-proposed rates, as filed, produce total operating revenue of $498,366, a
$77,000 (19.06 percent) increase, over the test year revenue of $403,993, to provide a
$37,000 operating income and an 8.0 percent rate of return on a proposed $496,789 fair value
rate base (“FVRB™) which is also the proposed original cost rate base (“OCRB”).! The rate
application shows that Cordes Lakes incurred a $17,373 operating loss for the test year
ending December 31, 2011. Cordes Lakes requested 77,000 revenue increase includes: (1)
$17,373 to cover the test year operating loss; (2) $20,000 for profit; (3) $30,000 as a
surcharge for 2 years for “leak detection and repair;” and (4) $10,000 as a surcharge for 3
years for “meter loss prevention.” .

The Utilities Division (“Staff”) recommends total operating revenue of $428,739, a
$8,202 (1.95 percent) increase over the $420,536 Staff-adjusted test year revenue, to provide
an $11,512 operating income and a 9.1 percent rate of return on the $126,500 Staff-adjusted
FVRB and OCRB. Staff’s recommendation reflects six rate base adjustments and nine
operating income adjustments.

The Company currently has three meter sizes: 3/4-inch, l-inch and 2-inch.
Customers with 3/4-inch meters have a three-tiered commodity rate structure with break-over
points at 3,000 gallons and at 8,000 gallons. The monthly minimum charge for 3/4-inch
meters is $11.00. The 1l-inch and 2-inch customers have a two-tiered commodity rate
structure with break-over points at 18,000 gallons for 1-inch meters and at 75,000 gallons for
2-inch meters. Monthly minimum charges are $19.50 for 1-inch meters and $62.50 for the
2-inch meters. The Company proposes to increase (varies between 22.7 percent and 25.6
percent) the monthly minimum charges for all meter sizes and to all commodity rate tiers.
The application does not specify any surcharge rates.

Staff recommends no increase to the minimum monthly charge for all meter sizes.
Staff recommends an increase to commodity rates in second and third tiers (as it applies to
3/4-inch meters and which represents the first and second tiers for larger meters). Second tier
commodity tier rate would increase by $0.20 (4.65 percent) from $4.30 per 1,000 gallons to
$4.50 per 1,000 gallons. The third tier commodity rates would increase by $0.40 (8.00

! The Company’s as filed amounts are not mathematically accurate.



percent) from $5.00 per 1,000 gallons to $5.40 per 1,000 gallons. The typical 3/4-inch meter
bill with a median use of 3,088 gallons would increase by $.02 (.09 percent) from $19.78 to
$19.80. _ '
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1ff L INTRODUCTION
21 Q. Please state your name, occupation, and business address.
3 A My name is Mary J. Rimback; I am a Public Utilities Analyst Arizona Corporation
4 Commission (“ACC” or “Commission”) in the Utilities Division (“Staff”). My business
5 address is 1200 West Washington Street, Phoenix, Arizona 85007.
6
71 Q. Briefly describe your responsibilities as a Public Utilities Analyst.
8 A. In my capacity as a Public Utilities Rate Analyst, I analyze and examine accounting,
9 financial, statistical and other information and prepare reports based on my analyses that
10 present Staff’s recommendations to the Commission on utility revenue requirements, rate
11 design and other issues.
12
131 Q. Please describe your educational background and professional experience.
1441 A. I graduated from Arizona State University with a Bachelor of Science in Accounting and 1
15 am a Certified Public Accountant with the Arizona State Board of Accountancy. I have
16 been employed with the Arizona Corporation since June 2012.
17
18 Q. What is the scope of your testimony in this case?
191 A. I am presenting Staff’s analysis and recommendations regarding Cordes Lakes Water
20 Company (“Cordes Lakes” or “Company”) application for a rate increase. I am presenting
21 testimony and schedules addressing rate base, operating revenues and expenses, revenue
22 requirement and rate design. Mr. John Cassidy is presenting the Staff’s analysis and
23 recommendation for the cost of capital analysis. Mr. Del Smith is presenting Staff’s
24 engineering analysis and related recommendations.
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11 Q. What is the basis of your testimony in this case?

21 A I pertormed a regulatory audit oi the Company’s application and records. The regulatory

3 audit consisted of examining and testing financial information, accounting records, and

4 other supporting documentation and verifying that the accounting principles applied were

5 in accordance with the Commission-adopted National Association of Regulatory Utility

6 Commissioners (“NARUC”) Uniform System of Accounts (“USOA™).

, .

8 Q. How is your testimony organized?

91 A. My testimony is presented in ten Sections. Section I is this introduction. Section II
10 ~ provides a background of the Company. Section III is a summary of consumer service
11 issues. Section IV presents compliance status. Section V is a summary of proposed
12 revenues. Section VI is a summary of Staff’s rate base and operating income adjustments.
13 Section VII presents Staff’s rate base recommendations. Section VIII presents Staff’s
14 operating income recommendations. Section IX discusses rate design. Section X
15 discusses the surcharge requested by the company.

16

17 IL BACKGROUND

18] . Q. Please review the pertinent background information associated with the Company’s’
19 application for a rate increase.

200 A The Company is a Class C water system servicing approximately 1,300 customers in
21 Cordes Junction, Arizona. Prior to 2005, Cordes Lakes also included a second water
22 system named Verde Lakes located in Cottonwood, Arizona. In 2004, the City of
23 Cottonwood initiated condemnation proceedings and took over the servicing of the Verde
24 Lakes water system. Decision No. 70170 (February 27, 2008) established the Company’s

25

current rates.
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Please describe pertinent information provided with this application.

SN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

I'ne mifial rate application requested iunds to cover an operating loss, produce an
operating income of $20,000, plus additional funding of $30,000 for leak repair plus $10
for leak repair.”> Narrative accompanying the application indicated this request was a 20

percent increase.

On August 17, 2012, the Company docketed additional information pertaining to bill
counts and service charges collected in the test year. This filing also included a request to

increase Service Line and Meter Charges.

On September 24, 2012, the Company docketed a revised Schedule A-1, requesting a
$77,000 gross revenue increase, inclusive of $40,000 of surcharges. The narrative
described the surcharges as $30,000 per year for two years to cover leak repair and
$10,000 per year for three years to cover meter repair and replacement. Additional
information on bill counts and sales was provided on September 24, 2012. A revised

Schedule E-2 was also filed at that time.

After Staff declared the application sufficient, the Company docketed additional
information on November 8, 2012. The additional information included the detail of

increases to Plant since the test year in the prior rate case.

What test year did Cordes Lakes use in its filing?

Cordes Lakes rate filing is based on the twelve months that ended December 31, 2011.

2 The $10 value is apparently a typographical error and was intended to be $10,000 as shown in Schedule F-1.
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1{{ III. CONSUMER SERVICE
21 Q. Please provide a brief summary of customer complaints received by the Commission
3 regarding Cordes Lakes.
41 A. Staff reviewed the Commission’s records for the period January 1, 2010, through
5 December 31, 2012, and found the following:
6 2012 - Zero complaints.
7 2011 - Four complaints - one billing, two quality of service and one
8 disconnect/termination.
9 2010 - Zero complaints.
10
11 All complaints have been resolved and closed.
12
13} IV. COMPLIANCE
4] Q. Please proved a summary of the compliance status of the Company.
S 15) A A review of the Commission’s Compliance database indicates that there are currently no
16 delinquencies for the Company.
17
18| V. SUMMARY OF COMPANY FILING AND STAFF RECOMMENDATIONS
191 Q. Please summarize the Cordes Lakes’ proposals in this filing?
20f A. The Company-proposed rates, as filed, produce total operating revenue of $498,366, a
21 $77,000 (19.06 percent) increase, over the test year revenue of $403,993, to provide a
22 $37,000 operating income and an 8.0 percent rate of return on a proposed $496,789 fair
23 value rate base (“FVRB”) which is also the proposed original cost rate base '(“OCRB”).3
24 The rate application shows that Cordes Lakes incurred a $17,373 operating loss for the test
25 year ending December 31, 2011. Cordes Lakes requested 77,000 revenue increase

3 The Company’s as filed amounts are not mathematically accurate.
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1 includes: (1) $17,373 to cover the test year operating loss; (2) $20,000 for profit;
2 (3) %3U,000 as a surcharge tor 2 years for “leak detection and repair;” and (4) $10,000 asa
3 surcharge for 3 years for “meter loss prevention.”
4
5 Q. Please summarize Staff’s recommendations.
6f A. Staff recommends total operating revenue of $428,739, an $8,202 (1.95 percent) increase
7 over the $420,536 Staff-adjusted test year revenue, to provide an $11,512 operating
8 income and a 9.1 percent rate of return on the $126,500 Staff-adjusted FVRB and OCRB.
9 Staff further recommends that the Company be ordered to maintain its books and records
10 in accordance with the National Association of Regulatory Utility Commissioners
11 (“NARUC”) Uniform System of Accounts (“USOA”)
12
13| VI. SUMMARY OF STAFF’'S RATE BASE AND OPERATING INCOME
14 ADJUSTMENTS
15| Q. Please summarize Staff’s rate base and operating income adjustments.
16 A. Rate Base:
17 Land — This adjustment removes $35,665 of land that is not used and useful.
18 Plant in Service — This adjustment reinstates $582,872 in used and useful assets that the
19 Company wrote off.
20 Additions to Plant - This adjustment decreases Plant additions by $11,818, reﬁecting
21 adjustments for items not properly included in Plant.
22 Accumulated Depreciation - This adjustment increases accumulated depreciation by
23 - $755,284 to reflect Staff’s calculation based on Staff’s recommended plant, primarily
24 amounts associated with plant the Company wrote off that remains in service.
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1 Contributions in Aid of Construction (CIAC) - This adjustment increases CIAC by
2 $76,247 1o recognize the amount authorized in Decision No. 54526 (May 22, 1985) which
3 the Company omitted from its application.
4 Working Capital Allowance - This adjustment removes the Company’s entire proposed
5 working capital allowance of $74,147 which is based on the formula method instead of a
6 lead-lag study.
7
8 Operating Income:
9 Contract Labor - This adjustment removes $167,692 of salary reimbursements from
10 affiliates from both revenue and payroll expense.
11 Repairs and Maintenance Expenses - This adjustment increases expenses by $1,012 to
12 provide a normalized level based on the past three years.
13 Metered Revenues - This adjustment increases metered revenue by $9,093 to reflect bill
14 count revenues.
15 Depreciation Expense - This adjustment decreases depreciation expense by $18,648 to
16 reflect ai)plication of Staff’s recommended depreciation rates to Staff recommended plant
17 amounts.
18 Property Taxes - This adjustment increases property taxes by $5,242 to reflect application
19 of the modified version of the Arizona Department of Revenue’s property tax
20 methodology which the Commission has consistently adopted.
21 Test Year Income Taxes - This adjustment increases test year income tax expense by
22 $1,317 to reflect application of statutory state and federal income tax rates to Staff
23 adjusted taxable income.
24 Water Testing Expense — This adjustment increases water testing expense by $4,052.
25 Unmetered Revenue Service Charges — This adjustment increases revenues by $7,450 to
26 reflect test year collections of unmetered revenues.
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1 Interest on Customer Deposits — This adjustment increases interest expense in the amount
2 of $1,050 to reflect 6 percent interest on customer deposits.
3
41 VII. RATE BASE
5| Fair Value Rate Base
6 Q. Does Cordes Lakes’ application include schedules with elements of a Reconstruction
7 Cost New Rate ml’iase?
8l A. No. The Company’s application does not request recognition of a Reconstruction Cost
9 New Rate Base. Accordingly, Staff has treated the Company’s original cost rate base as
10 its fair value rate base.
11
12§ Rate Base Summary
13F Q. Please summarize Staff’s rate base recommendation.
144 A. Staff recommends $126,500 for a rate base, a $370,289 reduction from the Company’s
15 proposed $496,789 rate base. Staff’s recommendation results from the six rate base
16 adjustments as discussed below.
17
18| Rate Base Adjustment No. 1 — Land
19 Q. What did the Company propose for Land?
2001 A. The Company’s application includes $35,665 for land in rate base.
21
220 Q. Did the Company propose to include this same land in rate base in its prior rate case
23 based on a 2006 test year?
2411 A. Yes.
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1§ Q. Did the Commission adopt the Company’s proposal to include this land in the rate
2 base in the prior rate case?
31 A No. Decision No. 70170 (February 26, 2008) adopted Staff’s rate base recommendations
4 which included removal of $35,665 of land as not used and useful. The Company asserted
5 that the land was to be used for a future well site.
6
71 Q. Did Cordes Lakes add any well sites since the prior rate case as filed in 2007?
8 A. No.
9
10 Q. Is the land still not used and useful?
11 A. Yes.
12
13 Q. What is Staff Recommending?
14| A. Staff recommends removing $35,665 of land from the rate base, as shown in Schedule
15 MIJR-S.
16 |
17]| Rate Base Adjustment No. 2 — Reinstate Used and Useful Asset
18§ Q. Did the Company write off utility plant that remains in service?
19f A. Yes. The Company does not maintain records in accordance with the NARUC USOA,
20 and its practice is to write off fully depreciated assets regardless of whether they are still
21 used and useful. As a consequence, the Company wrote off plant and related accumulated
22 depreciation on plant that remains in service. No retirements of assets were shown in the
23 Schedules provided to Staff nor in data responses provided to Staff.
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Q. Did Staff calculate an amount for the plant removed from the Company’s records

W AW

o 0 N N

10
11
12
13
14
15
16
17
18
19
20
21

that remains in service?
A. Yes, Staff calculated plant balances for the end of the test year using plant balances

authorized in the Company’s 2007 rate case and documented plant additions for the

intervening years.

Q. What is Staff recommending?

A. Staff recommends increasing plant in service by $582,872, as shown in Schedule MJR-6.
The associated adjustment to accumulated depreciation in the same amount is included

rate base adjustment no. 4 discussed below.

Rate Base Adjustment No. 3 - Net Plant Additions

Q. Does the Company have records to support all of the additions to plant since the last
rate Case?

A. No, the Company provided Staff invoices for plant additions that included non-capitalized
items. In addition, the invoices provided did not total to the amount of plant additions

claimed. Staff recalculated the plant additions based on the supporting documentation.

Q. What does Staff recommend?

A. Staff recommends removing $11,818 from additions to plant in service, as shown in

Schedule MJIR-7.
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1] Rate Base Adjustment No. 4 - Accumulated Depreciation

21 Q. Did Cordes Lakes maintain adequate records to support ifs proposed Accumulated

3 Depreciation balance of $139,712?

41 A. No. As noted above, Cordes Lakes does not maintain its records in accordance with the

5 NARUC USOA. The Company primarily maintains its records on a tax basis, which is

6 significantly different.

7

& Q. How did Staff calculate its recommended Accumulated Depreciation?

o A. Staff began with the accumulated depreciation balance adopted by the Commission in the
10 rate case and applied the Commission-authorized depreciation rates to depréciable plant
11 and all documented additions in the intervening years. Staff’s calculation includes
12 $582,872 associated with Staff rate base adjustment no. 2 to add back fully depreciated
13 plant the Company wrote off that remains in service. | |
14
15 Q. What is Staff recommending?

16' A. Staff recommends an Accumulated Depreciation balance of $894,996, a $755,284 increase
17 over the Company’s proposed balance of $139,712, as shown on Schedule MJR-8.

18

19|| Rate Base Adjustment No. 5 — Recognition of Contributions in Aid of Construction
20 (“CIAC”)

21| Q. What did the Company proposé for CIAC?

22 A. The Company’s rate base (Schedule Bl) omits any mention of CIAC. That is, the
23

Company proposes $0 for CIAC.
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Q. Is Cordes Lakes’ proposed CIAC consistent with Commission Decision No. 545262

Al No. Decision No. 54526 ordered the Company to cease amortizing advances that were no

O o0 3 N W~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

longer subject to refund and reclassify them as contributions in aid of construction. Since
the $76,247 CIAC balance is not being amortized, the balance remains at $76,247.

Q. What is Staff recommending?

A. Staff recommends a CIAC balance of $76,247, as shown in Schedule MJR-9.

Rate Base Adjustment No. 6 — Working Capital Allowance

Q.  Whatis Cordes Lakes proposing for a working capital allowance?

A. The Company proposes a working capital allowance base on a formula method, i.e., one-
twenty-fourth of electric power expense and one-eighth of other operating and
maintenance expense.

Q. Is the formula method proposed by the Company a preferred method for calculating
a working capital allowance?

A. Staff does not recommend the use of the formula method of Class A, B and C size utilities.

The formula method always results in a positive outcome. There is no basis for presuming
that there is a need for ratepayer to provide a working capital allowance for utilities with

reasonable cash management practices. In fact, since several relatively large expenses

(e.g., property and income taxes) are usually paid long after cash is received from

ratepayers, a negative working capital requirement is reasonably expected. Working
capital requirements are best determined by a lead-lag study. In the absence of a lead-lag
study demonstrating otherwise, there is no reason to expect a positive working capital

requirement consistent with the outcome of the Company’s proposed formula method.
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1§ Q. What is Staff recommending?

2 A Staff recommends $0 for a cash working capital allowance, as shown in Schedule MJR-

3 10.

4

5|| VIII. OPERATING INCOME

6 Q. What are the results of Staff’s analysis of test year revenues, expenses, and operating

7 income?

g A. As shown in Schedules MJR-11 and MJR-12, Staff’s analysis resulted in test year

9 revenues of $420,536, expenses of $415,390 and operating income of $5,146. The
10 Company’s application shows test year revenues of $571,685, expenses of $589,058 and
11 an operating loss of $17,373. Staff’s recommendation results from the nine operating
12 income adjustments discussed below.

13

14| Operating Income Adjustment No. 1 - Contract Labor

151 Q. What treatment does the Company propose for the $167,692 of payments received
16 from other entities for work provided by Cordes Lakes’ employees?

17 A. The Company included all of the $167,692 in both operating revenues and operating
18 expenses.

19
20 Q. Are these payments related to the operations of Cordes Lakes to provide service to
21 its customers?
221 A. No. Cordes Lakes received these payments for services provided by its employees to
23 other entities. The payments are neither operating revenues nor operating expenses of the
24 Company and should be removed.
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1| Q. What is Staff Recommending?

21 A Staff recommends removing $167,692 from both operating revenues and operating

3 expenses, as shown in Schedule MJR-13.

4

5| Operating Income Adjustment No. 2 - Repairs and Maintenance Expense

6ff Q. What is the Company proposing for Repairs and Maintenance Expense?

71 A The Company is proposing its actual recorded test year Repairs and Maintenance expense

8 of $12,650.

9
10 Q. Is the test year expense representative of average on-going repairs and maintenance
11 expense?
12 A The Company’s annual reports show Repairs and Maintenance expenses for 2009, 2010
13 and 2011 of $11,116, $17,221, and $12,650, respectively, which indicates that these
14 expenses can vary from year to year. Accordingly normalizing these expenses by using a
15 three-year average ($13,662) is a reasonable approach for estimating the average on-going
16 amount. |
17
B Q. What is Staff recommending?
19 A. Staff recommends Repairs and Maintenance expense of $13,662, an increase of $1,012
20 from the Company’s proposed amount, as shown in Schedule MJR-14.
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1| Operating Income Adjustment No. 3 - Metered Revenue
21 Q. Did the test year bill counts presented in the Company’s application reconcile to the
3 test year metered revenue proposed by the Company?
41 A. No, the billing determinants for metered water sales provided in the Company’s February
5 24, 2012 filing, generate $412,446, $9,093 more than the $403,353 metered revenue
6 shown in the Company’s application.
7
8 Q. What is Staff’s Recommendation?
o9l A. Staff recommends increasing test year revenue by the amount of $9,093, as shown in
10 MJR-15.
11
12| Operating Income Adjustment No. 4 - Depreciation Expense
13 Q. What is the Company proposing for depreciation expense?
141 A. The Company proposed $37,195 for test year depreciation expense.
15
16 Q. Does Staff recommend any modifications to the Company’s proposed depreciation
17 expense calculation?
18§ A. Yes. Staff calculated depreciation expense by applying its recommended depreciation
19 rates (the same rates adopted by the Commission in the prior rate case) to its
20 recommended plant balances.
21
221 Q. What is Staff recommending?
23| A. Staff recommends $18,547 for depreciation expense, a $18,648 reduction from the
24 Company’s proposed amount, as shown in Schedule MJR-16.

N
W
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1| Operating Income Adjustment No. 5 - Property Tax Expense
2| Q.  Whatis Cordes Lakes proposing for Test Year Property Taxes?
31 A. Cordes Lakes is proposing $18,187 for test year property tax expense.
4
St Q. Does the Commission normally use the actual property tax bill for the test year for
61 ratemaking purposes of Class C water utilities?
7 A No. The Commission’s practice in recent years has been to use a modified Arizona
8 Department of Revenue (“ADOR”) methodology for water and wastewater utilities. The
9 results from using this methodology are primarily dependent upon the test year and
10 proposed revenues. In other words, for each revenue requirement, there is a specific
11 property tax expense in the same manner as each operaﬁng income has a specific income
12 tax expense. Although the results for this methodology are frequently referred to as test
13 year amounts, in fact, the results are representative of the average expected property tax
14 over a subsequent three-year period based partially on proposed revenues. The modified
15 ADOR calculation for property tax expense is static, i.e. it is representative only at a
16 specific level.
17
181 Q. Has Staff developed a solution to address the dependent relationship between
19 Property Tax expense and revenues?
20 A. Yes. Staff has included a factor for property taxes in the Gross Revenue Conversion
21 Factor (“GRCEF”) (See Schedule MIJR-2) that automatically adjusts the revenue
22 requirement for changes in revenue in the same way that income taxes are adjusted for
23 changed in operating income. This flexible method will accurately reflect Property Tax
24 expense at any authorized revenue level. This refinement removes the need to include
25 proposed revenues in the calculation of test year Property Tax expense and allows for
26 accurate calculation of Property Tax expense at the test year revenue level.
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1] Q. What is Staff recommending for test year Property Tax Expense?
21 A. Staff recommends $23,429 for test year property tax expense, a $5,242 increase to the
3 Company’s proposed amount, as shown in Schedule MJR-17. Staff further recommends
4 adoption of its GRCF that includes a factor for Property Tax Expense, as shown in
5 Schedule MJR-2.
6
7|| Operating Income Adjustment No. 6 - Income Taxes
8l Q. Did Staff make an adjustment to test year Income Tax Expense?
91l A. Yes.
10
11 Q. How did Staff calculate test year income tax expense for the Company?
12 A. Staff applied the statutory state and federal income tax rates to Staff’s test year taxable
13 income. Income tax expenses for the test year and recommended revenues are shown in
14 MIR-2.
15
16}] Q.  What adjustment does Staff recommend for test year income tax expense for the
17 Company?
18| A. Staff recommends increasing test year income tax expense by $1,317, as shown in
19 Schedule MJR-18.
20
21|l Operating Income Adjustment No. 7 - Water Testing Expense
22 Q. What is the Company proposing for Water Testing expense?
231 A. The Company is proposing $1,806 for Water Testing expense in the test year.
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11 Q. What is Staff’s Recommendation?

21 Al Staff recommends $5,858 Tor Water T esting expense (See Staff testimony of Del Smith),

3 an increase of $4,052 to the Company’s proposed amount. Staff’s adjustment is shown in

4 Schedule MJR-19.

5

6§ Operating Income Adjustment No. 8 - Un-metered Revenues

71 Q. What amount did the Company claim for Un-metered Revenue in its most recent

8 revision of it application?

91 A.  The Company’s most recent application update regarding Un-metered Revenue is in its
10 September 24, 2012, filing. Specifically, the Company submitted a revised Schedule E-2,
11 which is the schedule used by the Company for test year revenues and expenses. The
12 revised Schedule E-2 shows $640 as miscellaneous income.

13

14f Q. Did the Company provide a breakout of the components of the $640 in miscellaneous
15 income?

16| A. Yes, the breakout included the categories of: “non water company adjustment, bad
17 checks, deposit account balance, meter refund account balance, miscellaneous account
18 adjustment (estab, reconnect, etc) and sales tax collected.”  Unmetered revenue normally
19 includes amounts for authorized service charges, such as: establishment, reconnection, re-
20 establishment, meter re-read (if correct) and non-sufficient funds fees. With the exception
21 of non-sufficient funds fees, the items noted by the Company are not items to include in
22 un-metered revenue.

23

24 Q. Did the Company’s breakout of the $640 amount for these service charges include an
25 amount for miscellaneous revenues?

260 A. Yes. The Companies breakout shows $8,161 in miscellaneous revenues.
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1] Q. Had the Company previously provided better detail regarding its Un-metered service
2 charges? ‘
31 A Yes, the Company provided detail for $8,090 of un-metered revenues in its August 17,
4 2012, filing of additions to the rate increase application.
5
6] Q. What does Staff recommend for Un-metered Revenues?
71 A. Staff recommends $8,090 Un-metered Revenues, a $7,450 increase to the Company
8 proposed amount, as shown in Schedule MJR-20.
9
10| Operating Income Adjustment No. 9 - Interest on Customer Deposits
11 Q. Does the Company’s application include a provision to recover interest on customer
12 deposits?
13 A. No.
14
15 Q. Is it a normal ratemaking practice to allow a utility to recover interest expense on
16 customer deposits?
17 A. Yes. Interest expense incurred on customer deposits is normally recognized as an
18 operating expense when customer deposits are deducted in the calculation of rate base.
19
20 Q. Does Staff recommend including interest expense for Customer Deposits as an
21 operating expense in this case?
22| A Yes, Staff recommends allowing $1,050 for interest on customer deposits, as shown in

23

Schedule MJR-21.
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1| IX. RATE DESIGN
Present Rate Design
3 Q. Please provide an overview of the Company’s present rates.
41 A Present, Préposed, and Staff Recommended rate design are presented in Staff’s Direct
5 Testimony Schedule MJR-22. The present rates went into effect March 1, 2008. There
6 are three meter sizes presently in use in the system: 3/4-inch, 1-inch and 2-inch. The 3/4-
7 inch meter has a three-tiered commodity rate structure with break-over points at 3,000 and
8 8,000 gallons. The tier rates are $2.80, $4.30 and $5.00 with a monthly minimum of
9 $11.00. All other meters have a two-tiered rate structure. The 1-inch meter has a break-
10 over point of 18,000 gallons and commodity rates of $4.30 and $5.00 with a monthly
11 minimum of $19.50. There is only one customer with a 2-inch meter. The break-over
12 point is 75,000 gallons and commodity rates are $4.30 and $5.00 with 2 monthly minimum
13 of $62.50.
14
15| The Company’s Proposed Water Rate Design
16 Q. Please provide an overview of the Company’s proposed rate increases.
171 A. The Company proposes to maintain the existing break-over points for all meter sizes and
18 increase the commodity tier rates from $2.80 to $3.30 (a 17.9 percent increase) for the first
19 tier, from $4.30 to $5.25 (a 22.1 percent increase) for the second tier and from $5.00 to
20 $6.00 (a 20.0 percent increase) for the third tier. Minimum Monthly charges are proposed
21 to increase from $11.00 to $13.50 (a 22.7 percent increase) for the 3/4-inch meter; from
22 $19.50 to $24.50 (a 25.6 percent increase) for the 1-inch meter; from $62.50 to $78.00 (a
23 248 percent increase) for the 2-inch meter. The Company proposes similar percentage
24 increases in the minimum monthly charges for other meter sizes.

25
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1y Q. Did the Company propose ahy changes to Service Line and Meter Installation

2 Charges?

30 A Yes. The Company proposes an increase to each meter size. Staff has reviewed the

4 Company’s proposed service line and meter installation charges and recommends

5 approval of those charges, as shown in Schedule MJR-22.

6

7 Staff’s Recommended Water Rate Design

g8 Q. Please provide a description of Staff’s recommended rate design.

9l A. Staff recommends no increase to the minimum monthly charge for all meter sizes. Staff
10 recommends maintaining the break-over points contained in present rates. Staff
11 recommends an increase to commodity rates in second and third tiers (as it applies to 3/4-
12 inch meters and which represents the first and second tiers for larger meters). Second tier
13 commodity tier rate would increase by $0.20 (4.65 percent) from $4.30 per 1,000 gallons
14 to $4.50 per 1,000 gallons. The third tier commodity rates would increase by $0.40 (8.00
15 percent) from $5.00 per 1,000 gallons to $5.40 per 1,000 gallons. The typical 3/4-inch
16 meter bill with a median use of 3,088 gallons would increase by $.02 (.09 percent) from
17 $19.78 to $19.80. Staff’s recommended rates are shown in Schedule MJR-22 and the
18 typical bill analysis for %-inch meter customers is shown in Schedule MJR-23.

19

204 Q. Did the Company propose any changes to its Water System Service Charges?

21 A. Yes. The Company proposes increases of $5.00 each to: Establishment ($30.00),
22 Establishment-After Hours ($40.00); Reconnection —Delinquent ($20.00); Reconnection-
23 Delinquent and After Hours ($30.00); and a $2.50 increase to NSF checks ($15.00).

24
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1§ Q. Please provide a description of Staff’s recommended Water System Service Charges.
21 Al Staff recommends elimination of the Establishment (After Hours) Service Charge and the
3 Reconnection (After Hours) tariff. Staff does support an after-hour service charge. An
4 after-hour service charge is appropriate when it is at the customer’s request. Such a
5 charge compensates the utility for additional expenses incurred when providing after-
6 hours service. Staff recommends the _addition of a Service Charge (after hours) tariff in
7 the amount of $35.00 and that this charge be in addition to the charge for any utility
8 service provided after hours at the customer’s request. Staff recorﬁmends inserting the
9 words (if correct) after Meter Re-Read and Meter test tariffs. Staff’s recommended water

10 system service charges are shown in Schedule MJR-22.

11

| 12| Q. Did Staff prepare a Schedule showing the average and median monthly bill for

13 present rates, Company’s proposed and Staff’s recommended rates?

141 A. Yes. Staff’s Direct Testimony Schedule MJR-23 presents the average and median

15 monthly bill for present rates, Company’s proposed rates and Staff’s recommended rates.

16

174 Q. What is the impact of Staff’s recommended rates on the median customer bill?

18 A. The typical 3/4-inch median bill with a median usage of 3,088 gallons will increase from

19 $19.78 to $19.80 or $.02 (.09 percent)

20

211 X SURCHARGES

22 Q. Did Cordes Lakes request an amount for surcharges?

23 A. Yes. The Company requested two surcharges.
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1} Q. Please describe the surcharges.

2 A The Company presented the surcharges in its September 24, 2012 Additions and Revisions
3 to the rate application filing. The Company proposed a water loss repair surcharge in the
4 amount of $30,000 for a two-year period and a meter replacement surcharge in the amount
5 of $10,000 for a three-year period. 4
6
71 Q. Did the Company provide any support for cbtaining surcharge revenu'es in addition
8 to the revenues typically generated using a rate base/rate of return methodelogy?
off A. No. The Company did not provide any explanation to support a need for additional

10 revenues.

11

121 Q. Did the Company incur water loss repair costs in the test year?

13| A. Yes. These are normal on-going costs that are already included in the test year operating

14 expense.

15

16 Q. What is Staff’s recommendation?

171 A. Staff recommends denying the Company’s request for surcharges.

18

191 Q. Does this conclude your testimony?

200 A. Yes, it does.
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CORDES LAKES WATER COMPANY MJR-1
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

REVENUE REQUIREMENT

(A) (B)

, o COMPANY STAFF

LINE ORIGINAL ORIGINAL

NO. DESCRIPTION . » ‘COST n COST
1 Adjusted Rate Base ' ‘ $ 496,788  $ 126,500
2 Adjusted Operating Income (Loss)' $ (17,373) $ 5,146
3 Current Rate of Return (L2 / L1)? 0.00% 4.07%
4 Required Rate of Return 8.00% 9.10%
5 Required Operating Income (L4 * L1)** $ 37000 $ 11,512
6 Operating income Deficiency (L5 - L2)5 $ 68,000 $ 6,365
7 Gross Revenue Conversion Factor None 1.2886
8 Required Revenue Increase (L7 * L6)° $ 77,000 |$ 8,202 |
9 Adjusted Test Year Revenue $ 403,993 $ 420,536
10 Proposed Annual Revenue (L8 + LQ)7 $ 498,366 $ 428,738
11 Required Increase in Revenue (%) 19.06% = 1.95%

References:
Column (A): Company Schedule B-1 Rate Base, Revised E-2 (9/24/2012) Income Statement
Column (B): Staff Schedule MJR-3 & MJR-12

" The Company's application (Schedule A-1) uses Net Income as Operating income.

2 The Company's rate of return, as filed, is not a mathematical product of Operating Income
divided by rate base.

® Rate base ($496,789) times ROR (8 0%) equals $39,743.

4 The Company requests a $30,000 water loss repair surcharge and a $10,000 meter replacement
surcharge. '

® The Company's amount is not mathematically correct.

® The Company's amount is the total of Required Operating Income and both surcharges ($37,000 + -
$30,000 + $10,000). However, the Company's request for a $30,000 water loss surcharge
only extends for two years and the $10,000 meter replacement surcharge only extends for three years.

" Company's amount represents test year revenue ($403,993) plus adusted operating loss
($17,373) plus required operating income ($37,000) plus annual water loss surcharge ($30,000)
pluse annual meter replacement surcharge ($10,000).



CORDES LAKES WATER COMPANY MJIR-2
Docket No. W-02060A~12-0356 .
Test Year Ended December 31, 2011
GROSS REVENUE CONVERSION FACTOR
LINE (A) (B8) (C) (D)
NO. DESCRIPTION
Calculation of Gross F«’evenue‘= Conversion Factor;
1 Revenue 100.0000%
2 Uncoliecible Factor (Line 11) 0.0000%
3 Revenues {L1-12) 100.0000%
4 Combined Federal and State Tax Rate {Line 17) + Property Tax Factor (Line 22) 22.3951%
5 Subtotal (L3 - L4) 77.6049%
6 Revenue Conversion Factor (L1/L5) -1.288578
Calculation of Uncollectible Factor:
7 Unity 100.0000%
8 Combined Federal and State Tax Rate (Line 17) 20.9228%
9 One Minus Combined Income Tax Rate (L7 - L8 ) 79.0772%
10 Uncoliectible Rate 0.0000%
11 Uncollectible Factor (L9 * L10) 0.0000%
Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
13 Arizona State Income Tax Rate 6.9680%
14 Federal Taxable income (L12 - L.13) 93.0320%
15 Applicable Federal Income Tax Rate (Line 53) 15,0000%
16 Effective Federal income Tax Rate (L14 x L15) 13.9548%
17 Combined Federal and State Income Tax Rate (L13 +L16) 20.9228%
Calculation of Effective Property Tax Factor
18  Unity 100.0000%
19 Combined Federal and State Tax Rate (Line 17) 20.9228%
20 One Minus Combined Income Tax Rate (L18 - L19) 79.0772%
21 Property Tax Factor (MJR-17, L24) 1.8618%
22 Effective Property Tax Factor (L 21*1.22) 1.4723%
23 Combined Federal and State Tax and Property Tax Rate (L17+L22) 22.3951%
24 Required Operating Income (Schedule MJR-1, Line 5) $ 11,512
25 AdjustedTest Year Operating Income {Loss) {Schedule MJR-11, Line 40) $ 5,148
26 Required Increase in Operating income (L24 - L25) $ 6,365
. |
27 Income Taxes on Recommended Revenue (Col. (D), L52) $ 3,046
28 Income Taxes on Test Year Revenue (Col. (B), 152) $ 1,362
29 Required Increase in Revenue to Provide for income Taxes (L27 - L28) ) $ 1,684
30 Recommended Revenue Requirement (Schedule MJR-1, Line 10) $ 428,738
31  Uncollectible Rate (Line 10) 0.0000%
32 Uncoliectible Expense on Recommended Revenue (L24 * L25) $ -
33 Adijusted Test Year Uncollectible Expense $ -
34 Required Increase in Revenue to Provide for Uncoliectible Exp. (L32 - L33) $ -
35 . Property Tax with Recommended Revenue (MJR-17, L19) $ 23,581
. 36 Property Tax on Test Year Revenue (MJR-17, L, 16) $ 23,429
37 Increasee in Property Tax Due to Increase in Revenue (MJR-17, L22) 153
38 Total Required increase in Revenue (L26 + L29 + | 34+1.37) $ 8,202
STAFF
Calculation of Income Tax: Test Year Recommended
38 Revenue (Scheduie MJR-11, Col.(C), Line 5 & Sch. MJR-1, Col. (B), Line 10) $ 420,536 $ 8202 $ 428,738
40 Operating Expenses Excluding Income Taxes $ 414,028 $ 414,181
41  Synchronized interest (L47) $ - $ -
42 Arizona Taxable Income (L36 - 1.317- L38) $ 6,508 $ 14,557
43 Arizona State income Tax Rate 6.9680% 6.9680%
44 Arizona Income Tax (L39 x L40) $ 453 $ 1,014
45 Federal Taxable income (L42- 1 43) $ 6,054 $ 13,543
46 Federal Tax on First income Bracket ($1 - $50,000) @ 15% $ 908 $ 2,031
47 Federal Tax on Second income Bracket ($50,001 - $75,000) @ 25% $ - $ -
48 Federal Tax on Third income Bracket ($75,001 - $100,000) @ 34% $ - $ -
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% $ - $ -
50 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% $ - $ -
51 Total Federal Income Tax 3 908 $ 2,031
52 Combined Federal and State Income Tax (L44 + L51) $ 1,362 $ 3,046
53 Applicable Federal Income Tax Rate [Col. (D), L51 - Col. (B), L51]/[Col. (C), L45 - Col. (A), L45] 15.0000%
Calculation of interest Synchronization:
54 Rate Base (Schedule MJR-3, Col. (C}, Line 17) $ 126,500
85 Weighted Average Cost of Debt 0.00%
56 Synchronized Interest (L54 X L56) $ -



References:

Column {A), Company Schedule B-1,
Column (B): Schedule MJR-4 ,
Column (C): Column (A) + Column (B)

CORDES LAKES WATER COMPANY MJR-3

Docket No. W-02060A-12-0356

Test Year Ended December 31, 2011

RATE BASE - ORIGINAL COST

(A) B) ()]
COMPANY STAFF

LINE AS STAFF AS

NO. FILED ADJUSTMENTS REF ADJUSTED
1 Plant in Service $ 601,634 $ 535,389 $ 1,137,023
2 Less: Accumulated Depreciation 139,712 755,284 894,996
3 Net Plant in Service $ 461,822 $ (219,895) $ 242,027

LESS:
4 Contributions in Aid of Construction (CIAC) $ - $ 76,247 $ 76,247
5 Less: Accumulated Amortization - - -
6 Net CIAC - 76,247 76,247
7 Advances in Aid of Construction (AIAC) 21,110 - 21,110
8 Customer Deposits 18,170 - 18,170
9 Deterred Income Tax Liabilites - - .
ADD:

10 Unamortized Finance Charges - - -
11 Deferred Tax Assets - - -
12  Working Capital 74,147 (74,147) -
17 Original Cost Rate Base $ 496,789 $ ‘ (370,289) $ 126,500
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #1 - REMOVE NON-USED AND USEFUL LAND

[A]

[B]

MJR-5

IC]
L 2t |

Line COMPANY

No. DESCRIPTION PROPOSED

1 Ltand $ 35,665

$

STAFF

ADJUSTMENTS

(35,665)

STAFF

RECOMMENDED

$ -

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]

Col [C}: MJR Testimony




CORDES LAKES WATER COMPANY MJR-6
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #2 REINSTATE USED AND USEFULL PLANT

(Al [B] [C]
- COMPANY Decision No.
) 2006 Balance 70170
LINE ACCT AS STAFF STAFF
NO. NO. DESCRIPTION FILED ADJUSTMENTS RECOMMENDED
1 311 Pumping Equipment : $ - 10,558 $ - $ 10,558
2 331 Transmission & Distribution Mains 9,444 _ 562,940 572,384
3 333 Services - 19,350 19,350
4 347 Miscellaneous Equipment - 582 582
5 Totals $ 20,002 $ 582,872 §$ 602,874

[A}: Company Schedule E-5 and Detail 11/8/2012
[BI: Col [C] - Col {A]
[C]:MJR Testimony



CORDES LAKES WATER COMPANY MJR-7
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011
RATE BASE ADJUSTMENT #3 NET PLANT ADDITIONS
[Al [B] [C]
COMPANY
LINE ACCT Additions STAFF STAFF
NO. NO. _ DESCRIPTION 11/8/2012 ADJUSTMENTS RECOMMENDED
1 331  Transmission & Distribution Mains $ 5655 $ 3,808 % 9,553
2 334 Meters & Meter Installation 35,253 (16,025) 19,228
3 339 Other Plant & Misc. Equipment 5,166 1,235 6,401
4 340 Office Fumniture & Equipment 2,537 (926) 1,611
5 . Totals $ 48,611 $ (11,818) § 36,793

[A]: Company Schedule E-5 and Detail provided 11/8/2012
[B): Col [C] - Col [A}
[C]:MJR Testimony



" CORDES LAKES WATER COMPANY MJR-8
Docket No. W-02060A-12-0356 -
Test Year Ended December 31, 2011
RATE BASE ADJUSTMENT #4 - ACCUMULATED DEPRECIATION
TAI 18] 1C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Accumulated Depreciation $ 139,712 $ 755284 % 894,996
References:

Col [A]: Company Schedule B-1
Col [B}: Col [C] - Col [A]
Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY MJR-9
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011
RATE BASE ADJUSTMENT #5 - CIAC
[Al " [B] [C]
LINE. COMPANY STAEE STAEF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Contributions in aid of construction $ - $ 76,247 $ 76,247

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]

Col [C]: Decision 70170




CORDES LAKES WATER COMPANY

MJR-10
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011
RATE BASE ADJUSTMENT #6 - WORKING CAPITAL ALLOWANCE
A} {B} fe1—
LINE _ COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Working Capital Allowance $ 74,147 § (74,147)  $ -
References:

Col [A]l: Company Schedeule B-1
Col [B]: Col [C] - Col [A]
Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED MJR-11
Al i8] IC] [D} [E]
COMPANY : STAFF
ADJUSTED STAFF TEST YEAR STAFF
LINE TEST YEAR TEST YEAR AS PROPOSED STAFF
NO. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
1 REVENUES:
2 Metered Water Sales $ 403,353 $ 9,093 $ 412,446 3 8,202 $ 420,648
3 Received for Contract Labor 167,692 (167,692) - - -
4 Miscellaneous Revenue 640 7,450 8,090 - 8,090
5 Total Operating Revenues $ 571,685 $ (151,149) $ 420,536 $ 8,202 $ 428,738
6 QPERATING EXPENSES:
7 Payroll $ 309,095 $ (167,692) $ 141,403 $ - $ 141,403
10 Contract Labor 10,312 - 10,312 - 10,312
11 Emplioyee Benefits 29,422 - 29,422 - 29,422
13 Purchased Power 31,723 - 31,723 - 31,723
14 Repairs and Maintenance 12,650 1,012 13,662 - 13,662
15 Office Supplies and Expense 14,491 - 14,491 - 14,491
16 Outside Sevices - Accounting 3,660 - 3,660 - 3,660
17 Outside Sevices - Billing Services 24,118 - 24,118 - 24,118
18 Outside Sevices - Computer Programming 3,511 - 3,511 - 3,511
19 Water Testing 1,806 4,052 5,858 - 5,858
20 Rents 28,150 - 28,150 - 28,150
21 Transportation Expenses 8,995 - 8,995 - 8,995
22 Insurance - General Liability 33,033 - 33,033 - 33,033
23 Insurance - Health and Life ' 14,936 - 14,936 - 14,936
24 Rate Case Expense - - - - -
25 Regulatory Expense - - - - -
26 Misc Expense - Permits 2,000 - 2,000 - 2,000
27 Misc Expenese - Travel - - - - -
28 Misc. Expenses - Utilities except Electricity 3,391 - 3,391 - 3,391
29 Misc. Expenses - Bank Charges 1,304 - 1,304 - 1,304
30 Misc. Expenses - Payroll Services 859 - 858 - 859
31 Depreciation Expense 37,185 (18,648) 18,547 - 18,547
32 Payroll Taxes 175 - 175 - 175
33 Taxes other than Income (Sales Tax) - - - - -
34 Property Taxes 18,187 5,242 23,429 153 23,581
35 Income Tax 45 1,317 1,362 1,684 3,046
36 Interest income - - - - -
37 Interest Expense - 1,050 1,050 - 1,050
38
39 Total Operating Expenses 589,058 (173,668) § 415,390 $ 1,837 417,227
40 Operating income (Loss) (17,373) 22,519 § 5,146 g 6,365 $ 11,512
References:

Column (A): Company Revised Schedule £-2, 11/8/2012
Column (B): Schedule MJR-12

Column (C): Column {A) + Column (B)

Column (D): Schedules MJR-1 and MJR-2

Column (E): Column (C) + Column (D)




2102/8/L1 "2-3 npayas paspey Ausduog (y} uwnogy

Ti-drw

N HETETEY

T A o I N s ooy 5 ey Tvze) “gvoer. T “te06 T Tion 5 T s Tied) § {s5077) swsoouy Bujiesadg o€
08E6LY M S0507 § - $ Tz §  TZiel Zves Tove'sty s - § Ty s TeeoZon) § Tesoe’s  § sesusdxy Gupeiedo w10y, -3
050"+ 0501 - - - - < < - < - esuadxy 1saia1y e
- - - - - - - - -~ - UESE— aquO«C. F>4
o8’ - - 2IE'L - - - - - P X} 2wooy| ze
62¥'eT - - - 'S - - - - 8181 soxe| Aodoiy Ve
- - - - - - - - - - (8| $8|8S) SWOSL B JaY)o SEXR) €
gl - - - - - - - - :71% soxe| |joheq 6Z
pAis-1:1% . - - - (sya'sL) - - - G616 @suadxyg uojejoasdaq 82
85g - - - - - - - - 658 SajAIRG [JoME - SasuAdX3 Osiy J14
¥0E'L - - - - - - - - $0e't sabiseyg yueq - sesuadxg osyy ez
lee's - - - - - - - - rae'e &yinae;3 ydaoke senl) - sesuads oy gz
- - . - - - . - - - fanes) - esausdxy osiy 124
000°Z - - B - - - - - 000'2 syusa - esuadd osiy €2
- - - - - - . - - - asuadxg Aigjembay Zz

- - - - - - - - - - asusdxy 8580 sy (%4
986"y} - - - - - - - - 96l eoueunsul Altiiqer oz
££0'ee - - - - - - - - €€0°EE eoURINSUY] |ED1PaN 8l
Gea's - - - - - - - - £68'8 sestiadxg uojjeyodsues] 8l
. ogk'eT - - - - - - - 0g}'8Z sy 2
858'G - z50'% - - - - - - 208'Y Bugss ) sejem 8
Lig'e - - - - . - - - 116 Butiwesbaid ssindwog - seapnes spising 51
8L1pZ - - - - - - - - 81L'v2 Sa0jAag Bl - sedAeg epsIND ¥
ogg’e - - - - - - - - 099'c fSuguncody - saoeg spISI0 [
1604 - - - - - - - - 18yt esuadxy pue ssliddng sayo z
299l - - - - - - zio'L - 0so'zt SoURUBIU(EN pue SHeday] 13
eeL'ie - - - - - - - - gzl'e - demog paseyang L3
2444 - - . - - - - faaq:14 syjeuag ssiojdwz [
zie'or - - - - - - - - zieoL Joqe7] pequon 8
coP'ipt ¢ - $ - $ - - - $ - $ - $  (zso'ze) $ ge0'e0E  § YJosked z

IS BNIL 9

9eg'ozy § N $ $ - $ - - - $ £60's $ - $  (c69's91) $ st ¢ sanusasy Supesadg fejo g
080G = T B T T P - - ove aNUaAGY 1BIRAN 18I0 b
- - - - - - - - - (z69'204) 269°291 1047 1924U0) 40§ panisasy €
orr'ZLY - $ - $ - $ - - - $ €606 $ - $ - $ €SE'E0F  § snusney paselay 4

e3 SINNSATE

BIUrNPs o0 | [BT-EIA (oS 2N (TOWpe Ry ] [(ranme Y] (S ee Ry | FTHNUSs Jo8 | [EL-urn Ues 359 ) ZI0Z/v2)e
AILSav #rav S QY SEray v# rav s rav c#ray 1 ray azid sy IIJdHOS "ON
d94VLS 9y passewin Buyse) Jojepn Xe] ouy xe) ‘dolg -dx3 "udaq) Aay pase REEN P SNeday ioqen peyuen ANVANOD 3NN
[ 5] ] iH lo} [£]} &1} [al )] fal iv]

UVIA LSHL ~ SINFWLSAraY INGWRLYLS SWOONI DNILVNIAO JO ANYWIRAS
+40Z ‘1€ Joqueda(] pepuz 1eay I8 )

99E0-Z}-V08020-M ‘oN 131200
ANVANOD H3LVM STHV1 S3AH00



CORDES LAKES WATER COMPANY MJR-13
Docket No. W-02080A-12:0356 -
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #1 - REMOVE NON-UTILITY REVENUES AND EXPENSES FOR CONTRACT LABOR

- Al {B] ‘ IC]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
| Contract -abor Revenue $ 167,692 $ (167,652} $ =
2 Payroll $ 167,692 (167,692) S -
3 Operating income Affect $ - $ . $ _
References:

Col [A): Company Schedeuie E-2
Col [B]: Col [C] - Col [A]
Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY MJR-14
Docket No. W-02060A-12-0356
Test Yeanj Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #2 - NORMALIZATION OF REPAIRS & MAINTENANCE EXPENSES

[A] [B] [C]

LINE COMPANY STAFF STAFF

NO. . DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Repairs & Maintenance i $ 12650 § 1,012 § 13,662
2 Repairs & Maintenance - Company's Test Year: 2011 $ ‘ 12,650
3 Repairs & Maintenance - 2010 Annual Stmt 17,221
4 Repairs & Maintenance - 2009 Annual Stmt 11,116
5 Repairs & Maintenance expenses, past three years : : $ 40,987
6 Average Repair & Maintenance expense (line 5/3) $ 13,662

References:

Col [A]: Company Schedeule C-1

Col [B}: Col [C] - Col [A]

Col [C]: Normalized Repairs & Maintenance Expense Col [C] L6.



CORDES LAKES WATER COMPANY MJR-15
Docket No. W-02060A-12-0356
- Test Year Ended December 31, 2011
OPERATING INCOME ADJUSTMENT #3 - METERED REVENUE
Al B [C]
LINE _ COMPANY STAFE STAFE
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Metered Revenue $ 403,353 § 9,093 § 412,446
References:
Col [Al: Company Schedule E-2 Revised 9/24/2012
Col [B]: Col [C] - Col [A]
Col [C}: MJR Testimony
Bill Count Revenue .
3/4 inch Meter $ 404,597
1 inch Meter 2,397
2 inch Meter 5,452
Subtotal $ 412,446



CORDES LAKES WATER COMPANY MJR-16
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011
OPERATING INCOME ADJUSTMENT #4 - DEPRECIATION EXPENSE
[A] [B] [C]
Line ACCT Depreciable Projected
No. NO. DESCRIPTION AMOUNT Amount RATE EXPENSE
— —————Plant-In-Servi

1 301 Organization $ - - 0.00% $ -

2 302 Franchises - - 0.00% -

3 303 Land and Land Rights - - 0.00% -

4 304 Structures & Improvements 6,657 4,400 “ 3.33% 147

5 305 Collecting & impounding Reservoirs - - 2.50% -

] 306 Lakes, Rivers, Other intakes - . - 2.50% -

7 307 Wells and Springs 167,348 151,979 3.33% 5,081

8 308 Infiliration Galleries and Tunnels - - 6.67% -

9 309 Supply Mains - - 2.00% -
10 310 Power Generation Equipment - - 5.00% -
11 311 Pumping Equipment 26,588 16,030 12.50% 2,004
12 320 Water Treatment Plant - - 3.33% -
13 330 Distribution Reservoirs & Standpipes 141,632 94,458 2.22% 2,097
14 331 Transmission & Distribution Mains 581,937 19,442 2.00% 389
15 333 Services 19,350 - 3.33% -
16 334 Meters & Meter Installation 54,817 47,078 8.33% 3,922
17 335 Hydrants - - 2.00% -
18, 336 Backflow Prevention Devices - - 6.67% -
19 339 Other Plant & Misc. Equipment 60,550 60,550 6.67% 4,039
20 340 Office Furniture & Equipment 6,101 6,101 6.67% 407
21 341 Transportation Equipment 71,461 2,412 20.00% 482
22 "342 Stores Equipment - - 4.00% -
23 343 Tools, Ship & Garage Equipment - - 5.00% -
24 344 Laboratory Equipment - - 10.00% . -
25 345 Power Operated Equipment - - 5.00% -
26 346 Communication Equipment - - 10.00% -
27 347 Miscellaneous Equipment 582 - 10.00% -
28 348 Other Tangible Plant - - 0.00% -
29 Subtotal General $ 1,137,023 402,450 $ 18,547
30 Less: Non- depreciabie Account(s) (L3) - -

31 Depreciable Plant {L29-1.30) $ 1,137,023 402,450
Contributions-in-Aid-of-Construction (CIAC) Per
32 Decision No. 54526 (1/28/1985) - Not Amoriized $ 76,247
33 Composite Depreciation/Amortization Rate 0.00%
34 Less: Amortization of CIAC (L32 x L33) $ -
35 Depreciation Expense - STAFF [Col. (C), L29 - L34} $ 18,547
[A} [B] [C]
LINE COMPANY STAFF STAFF
NO, DESCRIPTION PROPQSED ADJUSTMENT RECOMMENDED
36 Depreciation Expense $ 37,195 $ (18,648) $ 18,547
References:
Col [A}: MJR-4 :

Col [B}: Decision No. 70170 and updated Plant Schedules
Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #5 - PROPERTY TAXES

(C)
U7

MJR-17

STAFF

LINE STAFF -

NO. |Property Tax Calculation : : AS ADJUSTED RECOMMENDED
1  Staff Adjusted Test Year Revenues - 2011 $ 420,536 $ 420,536
2  Weight Factor 2 2
3  Subtotal (Line 1 * Line 2) " 841,073 $ 841,073
4  Staff Recommended Revenue, Per Schedule MJR-1 420,536 $ 428,738
5  Subtotal (Line 4 + Line 5) 1,261,609 1,269,811
6 Number of Years 3 3
7  Three Year Average (Line 5/ Line 6) 420,536 423,270
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 841,073 846,541
10  Plus: 10% of CWIP - - -
11 Less: Net Book Value of Licensed Vehicles 2,171 2,171
12 Full Cash Value (Line 9 + Line 10 - Line 11) 838,902 $ 844,370
13  Assessment Ratio : 20.0% 20.0%
14 Assessment Value (Line 12 * Line 13) 167,780 - $ 168,874
15 Composite Property Tax Rate 13.9638% 13.9638%

$ -

16  Staff Test Year Adjusted Property Tax (Line 14 * Line 15) $ 23,429
17 Company Proposed Property Tax 18,187
18 Staff Test Year Adjustment (Line 16-Line 17) $ 5,242
19 Propery Tax - Staff Recommended Revenue (Line 14 * Line 15) $ 23,581
20 Staff Test Year Adjusted Property Tax Expense (Line 16) $ 23,429
21 Increase in Property Tax Expense Due fo increase in Revenue Requirement $ 153
22 Increase to Property Tax Expense $ 153
23 Increase in Revenue Requirement 8,202
24  Increase to Property Tax per Dollar Increase in Revenue (Line22/Line 23) 1.861840%




CORDES LAKES WATER COMPANY . ~ MJR-18
\ Docket No. W-02060A-12-0356
l Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #6 - TEST YEAR INCOME TAXES

(A} {B] [C]
“LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECONMMENDED
1 income Tax Expense $ 45 $ 1,317 $ 1,362
References:

Col [A}): Company' Schedeule E-2 Revised 9/24/2012
Col [B]: Col [C] - Col [A]
Col [C}: Schedule MJR-2, Line 43



CORDES LAKES WATER COMPANY MJR-19
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011
OPERATING INCOME ADJUSTMENT #7 WATER TESTING '
(A] [B] [c
LINE COMPANY STAFF STAFFE
NO. DESCRIPTION . PROPOSED ADJUSTMENTS RECOMMENDED
1 Water Testing Expense $ 1,806 $ $ 5,858

References;

Col [A]: Company Schedule E-2
Col [B]: Col [C] - Col [A]

Col [C]: Engineering Report

4,052



CORDES LAKES WATER COMPANY

MJR-20
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011
OPERATING INCOME ADJUSTMENT #8 - NON-METERED REVENUE FEES
[A] [B]- [C]
LINE COMPANY
' : , PROPOSED STAFF STAFF
NO. DESCRIPTION 9/24/2012 ADJUSTMENTS RECOMMENDED
1 Misc Income Net $ 640 $ (640) $ -
2 Establishment - $ 6,825 6,825
3 Reconnection - $ 1,045 1,045
4 - After Hours Reconnection - $ 150 150
5 Re-Establishment - $ 70 70
6 L $ 640 $ 7,450 $ 8,090 |
COMPANY
Revised
8/17/2012
Misc Income Net $ -
Establishment 6,825
Reconnection 1,045
After Hours Reconnection 150
Re-Establishment 70

References:

Col [Al: Company Schedeule A-2 (B)

Col [B}: Col [C] - Col [A]

Col [C]: Schedule Column A plus Column B



CORDES LAKES WATER COMPANY MJR-21
Docket No. W-02060A-12-0356 .
Test Year Ended December 31, 2011
OPERATING INCOME ADJUSTMENT #9 - INTEREST ON CUSTOMER DEPOSITS
(Al [B] [C]
LINE
COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Interest on Customer Deposits $ - $ 1,050 $ 1,050

References:

Co! [A]: Company Schedeule A-2 (B)
Col [B]: Col [C] - Col [A]
Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356 MJR-22
Test Year Ended December 31, 2011 Page 1 of 2

Present -Proposed Rates-
Monthly Usage Charge Rates Company Staff
5/8" x 3/4" Meter N/A N/A N/A
34" Mister 00— 135011 00———
1" Meter 19.50 24.50 19.50
1%" Meter 39.00 48.75 39.00
2" Meter . 62.50 78.00 62.50
3" Meter 125.00 156.00 125.00
4" Meter 220.00 275.00 220.00
6" Meter 390.00 485.00 390.00
8" Meter N/A N/A N/A
10" Meter N/A N/A N/A
12" Meter N/A N/A N/A
Gallons Included in Minimum 0 0 0
Commpodity Rate Charge
374" Meter
Company
Tier 1 From 0 to 3,000 galions 2.80 3.30
Tier 2 From 3,001 1o 8,000 galions 4.30 5.25
Tier 3 Over 8,000 galions 5.00 6.00
Staff
Tier 1 From 0 to 3,000 gallons 2.80
Tier2 From 3,001 to 8,000 gallons 4.50
Tier 3 Over 8,000 gations 5.40
1" Meter
Company
Tier 1 From 0 to 18,000 gallons 4.30 5.25
Tier 2 Over 18,000 gallons 5.00 6.00
Staff
Tier 1 From 0 to 18,000 galions 4.50
Tier 2 Over 18,000 galions 5.40
13" Meter
Company
Tier 1 From 0 to 43,500 gallons 4.30 5.25
Tier 2 Over 43,500 gallons 5.00 6.00
Staff .
Tier 1 From 0 to 43,500 gallons . 4.50
Tier 2 Over 43,500 gallons 5.40
2" Meter
Company
Tier 1 From 0 to 75,000 galions 4.30 525
Tier 2 Over 75,000 gallons 5.00 6.00
Staff
Tier 1 From O to 75,000 gallons 4.50
Tier 2 Over 75,000 gallons 5.40
3" Meter
Company
Tier 1 From 0 to 160,000 gallons 4.30 5.25
Tier 2 Qver 160,000 gallons 5.00 6.00
Staff )
Tier 1 From 0 to 160,000 gallons 4.50
Tier 2 Over 160,000 galions 540
4" Meter
Company
Tier 1 From 0 to 290,000 galions 4.30 5.25
Tier 2 Over 290,000 gaflons 5.00 6.00
Staff
Tier 1 From 0 to 290,000 gallons 4.50
Tier 2 Over 290,000 galions 5.40
6" Meter
Company
Tier 1 From 0 to 530,000 galions 4.30 5.25
Tier 2 Over 530,000 galions 5.00 6.00
Staff
Tier 1 From O to 530,000 gallons 4.50

Tier 2 Over 530,000 gallons 5.40



MJR-22

Page 2 of 2
Service Meter
Service Line and Meter instaliation Charges Line  Installation  Total
5/8" x 3/4" Meter N/T N/T NT N/T N/T
3/4" Meter 520.00 Same as Staff 426.00 198.00 £24 00
1* Meter 610.00 Same as Staff 486.00 248.00 732.00
1%" Meter 855.00 Same as Staff 528.00 498.00 | 1,026.00
2" Meter 1,515.00 Same as Staff 720.00 | 1,098.00 | 1,818.00
3" Meter 2,195.00 Same as Staff 930.00 | 1,764.00 | 2,694.00
4" Meter 3,360.00 Sameas Staff | 1,332.00 | 2,700.00 | 4,032.00
6" Meter 6,115.00 Sameas Staff | 2,000.00 | 5,350.00 | 7,350.00
Service Charges
Establishment $25.00 $30.00  $30.00
Establishment (After Hours) $35.00 $40.00 NT
Reconnection (Delinquent) $15.00 $20.00 $20.00
Reconnection (Delinquent) After Hours $25.00 $30.00 NT
NSF Check $12.50 $15.00 $15.00
Meter Re-Read (If Correct) $10.00 $12.00 $12.00
Meter Test (If Correct) $25.00 $30.00 $30.00
Deferred Payment (per Month) 1.5% 1.5% i
Deposit Amount o * *
Deposit Interest - * >
Re-Establishment (Within 12 Months) il - il
Late Fee (per Month) 1.5% 1.5% il
Road Cutting or Boring Cost Cost Cost
After Hours Service Charge (Customer Request) N/T N/T $35.00
NT = No Tariff
Monthly Service Charge for Fire Sprinkier
4" or Smaller $0.00 $0.00 b
6" 0.00 0.00 b
8" 0.00 0.00 bl
10" 0.00 0.00 b
Larger than 10" 0.00 0.00 i

* Per Commisston Rules {(R14-2-403.B)

** Months off system times the minimum (R14-2-403.D)

*** 1.5% on the unpaid balance per month

=+ 2.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $10.00 per month. The Service Charge for Fire Sprinkiers
is only applicable for service lines seperate and distinct from the primary

water service line.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356 MJR-23
Test Year Ended December 31, 2011

General Service 3/4 - Inch Meter

Average Number of Cuétomers: 1,291 '

: Present  Proposed Dollar Percent
Company Proposed ' Gallons Rates Rates  Increase Increase
Average Usage 4,169 $24.42 $29.54 $5.11 20.92%
Median Usage © 3,088 $19.78 $23.86 $4.08 20.65%

Present & Proposed Ratés (Without Taxes)
General Service 3/4 - Inch Meter

Company
Gallons Present  Proposed % %
Consumption Rates Rates Increase Increase
0 $11.00 $13.50 22.73% 0.00%
1,000 13.80 16.80 21.74% 0.00%
2,000 16.60 20.10 21.08% 0.00%
3,000 19.40 23.40 20.62% 0.00%
4,000 : 23.70 28.65 20.89% 0.84%
5,000 28.00 33.90 21.07% 1.43%
6,000 32.30 39.15 21.21% 1.86%
7,000 36.60 44.40 21.31% 2.19%
8.000 ’ 40.90 49.65 21.39% 2.44%
9,000 4590 55.65 21.24% 3.05%
10,000 50.90 61.65 21.12% 3.54%
15,000 75.90 91.65 20.75% 5.01%
20,000 100.90 121.85 20.56% 5.75%
25,000 125.90 151.85 20.45% 6.20%
50,000 250.90 301.65 20.23% 7.09%
75,000 375.90 451.65 20.15% 7.40%
100,000 500.90 601.65 20.11% 7.55%
125,000 625.90 751.65 20.09% 7.64%
150,000 - 750.90 901.65 20.08% 7.70%
175,000 875.90 1,051.65 20.07% 7.74%
7.77%

200,000 1,000.90 1,201.85 20.06%
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EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY
DOCKET NO. W-02060A-12-0356

The Surrebuttal Testimony of Staff witness Mary J. Rimback addresses the issues of rate
base, operating income, revenue requirement, and rate design for Cordes Lakes Water Company
(“Cordes Lakes” or “Company”).

The Company’s Rebuttal Testimony requests an increase in revenue of $50,372 (11.95
percent) increase over test year revenue of $420,536. The total annual revenue of $470,807
produces operating income of $23,508 for a 10.55 percent rate of return on fair value rate base
(“FVRB”) which is also its original cost rate basis (“OCRB”) of $222,825. The Company’s
Rebuttal Testimony withdrawals the request for surcharges made in its original rate application.

The Utilities Division (“Staff”) recommends total operating revenue of $441,810, a $21,274
(5.06 percent) increase over the $420,536 Staff-adjusted test year revenue, to provide a $13,069
operating income and a 9.0 percent rate of return on the $145,210 Staff-adjusted FVRB and
OCRB. Staff’s Surrebuttal revenue requirement represents a $13,072 increase from its Direct
Testimony. Staff recommended rates would increase the typical 5/8 x %-inch meter residential
water bill with median usage of $3,088 by $0.49 (2.48 percent) from $19.78 to $20.27.
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Surrebuttal Testimony of Mary J. Rimback
Docket No. W-02060A-12-0356
Page 1

L INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My name is Mary J. Rimback; I am a Public Utilities Analyst Arizona Corpofation
Commission (“ACC” or “Commission™) in the Utilities Division (“Staff”). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Are you the same Mary J. Rimback who previously submitted Direct Testimony in
this case?

A. Yes, ] am.

Q. How is your testimony organized?
A My testimony is presented in four sections. Section I is this introduction. Section II
provides the purpose of the testimony. Section III is a summary of recommendations.

Section IV presents Staff’s response to the Rebuttal Testimony of Mr. Matthew Rowell.

IL PURPOSE OF SURREBUTTAL TESTIMONY

Q. What is the purpose of your Surrebuttal Testimony in this proceeding?

A. The purpose of my Surrebuttal Testimony in this proceeding is to respond to the Rebuttal
Testimony of Cordes Lakes Water Company (“Cordes Lakes” or “Company”) witness Mr.
Matthew Rowell and to present Staff’s Surrebuttal position regarding rate base, operating

income, revenue requirement and rate design issues.
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Surrebuttal Testimony of Mary J. Rimback
Docket No. W-02060A-12-0356

Page 2

@

Do you attempt to address every issue raised by the Company in its Rebuttal
Testimony? |

No, my silence on any particular issue raised in the Company’s Rebuttal Testimony does
not indicate that Staff agrees with the Company’s rebuttal position on that issue. Irely on

my Direct Testimony unless modified by this Surrebuttal Testimony.

What issues will you address?
My Surrebuttal Testimony addresses the following issues presented in Rebuttal Testimony
of Mr. Rowell:
“ = ce and CIAC amortization
2) Real property included in rate base
3) Bad debt expense
4) Staff’s plant disallowance
5) Rate Case Expense
6) Post Test Year Plant
7) Accounting Expenses
8) Purchased Power Expenses

9) Revenue Requirement and Rate Design

SUMMARY OF RECOMMENDATIONS

What Rebuttal revenue requirement is the Company proposing?

The Company’s Rebuttal Testimony is requesting total operating revenue of $470,807, a
$50,271 or an 11.95 percent increase over test year revenue of $420,536, to provide a

$23,508 operating income and a 10.55 percent rate of return on a proposed $222,825 fair
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value rate base (“FVRB”) which is also the Company-proposed original cost rate base

(G‘OCRB)?).

Please provide a suinmary of Staff’s Surrebuttal recommendations.

The Staff’s Surrebuttal revenue\ requirement of $441,810 represents an increase of $21,274
or 5.06 percént over test year revenue of $420,536 to provide a $13,069 operating income
and a 9.00 percent rate of return on a proposed $145,210 fair value rate base (“FVRB”).
Staff’s Surrebuttal revenue requirement represents a $13,072 increase from its Direct
Testimony. Staff’s recommended rates would increase the typical 5/8 x 3/4-inch meter
residential water bill with median usage of 3,088 gallons by $0.49 (2.48 percent), from
$19.78 to §20.27.

IV. RESPONSE TO REBUTTAL TESTIMONY OF MATTHEW ROWELL

CIAC Balance and Accumulated Amortization of CIAC

Q.

What is the Company proposing for CIAC and Accumulated Amortization of CIAC
in its Rebuttal?

The Company’s Rebuttal proposes $92,754 for CIAC and $53,720 for Accumulated
Amortization of CIAC resulting in a $39,034 Net CIAC balance. The Company presents
Schedule 1 that list CIAC and CIAC amortizations for the period beginning in 1999 and
continuing through to December 31, 2012. The Company provided no support for the
amounts presented in Schedule 1. The Company also asserts that Staff misinterpreted
Decision No. 54526 and that the CIAC that Decision directed not to be amortized refers to
additional advances to be converted to CIAC that are not included in Staff $76,247 CIAC
balance. Further the Company claims that these additional CIAC amounts pertain to the

Verde Village System that the City of Cottonwood condemned and that the CIAC
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associated with the Verde Village System would have been conveyed with the

condemnation.

Q. What is Staff>s response to the Company’s assertions regarding CIAC and
Accumulated Amortization of CIAC?

A.  First, it appears that Staff and the Corﬁpany agree that the CIAC related to the Verde
Village System should not be included in rate base. Second, whether the CIAC balance
should reflect amortization is determined by the Commission Orders. = Staff has further
reviewed Decision Nos. 54526 and 70170' for the Company’s prior two rate cases and
concluded that Decision No. 54526 did not authorize amortization of CIAC; however,
Decision No. 70170 did authorize amortization of CIAC. The latter authorization is
inferred by the adoption of Staff’s recommendations which included Staff’s depreciation
expenses. Staff Surrebuttal Schedule GTM-18 in that case shows that Staff deducted an
amount for the amortization of CIAC in its calculation of depreciation expense. Thus,
amortization of the $76,247 CIAC balance should have begun on the effective date of
rates in the prior rate case, but not before that date. Staff’s Surrebuttal reflects the

accumulation of amortization from March 2008 through the end of the test year.

Q. How did Staff calculate depreciation expense in Surrebuttal Schedule GTM-18 in the
prior rate case?

A. Schedule GTM-18 shows that Staff recommended $25,137 for depreciation expense. The
recommended depreciation expense represents a gross (prior to CIAC amortization)
depreciation of $30,063 reduced by $4,926 for the amortization of CIAC. The

amortization of CIAC is calculated using a composite rate of depreciation expense. The

! Docket No.W-02060A-07-0256 (February 28, 2008).
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composite rate is the depreciation expense for the test year divided by the amount of

depreciable plant in the test year.

What adjustment does Staff recommend for CIAC and Accumulated Amortization
of CIAC?

Staff recommends the CIAC balance adopted in Decision No. 70170 of $76,247 and an
accumulated amortization of CIAC balance adjusted upward from $0 in Direct Testimony
to $18,710. The accumulated amortization balance is based on the composite rate of
depreciation expense for each annual period from March 1, 2008, through the end of the
test year December 31, 2011, as shown in Surrebuttal Schedule MJR-9. Amortization of
CIAC in the test year of $3,514 is deducted from depreciation expense as shown in

Surrebuttal Schedule MIR-16.

Real Property included in Rate Base

Q.

Did the Company’s Rebuttal Testimony propose to revise from its original
application the amount of real property it is proposing to include in rate base?

Yes. The Company’s original filing proposed including $35,665 for Land and Land
Rights. Staff removed this amount entirely because the investment pertains to a parcel of
land that is not used and useful, and the Company’s Rebuttal position agrees with Staff’s
determination for that parcel. However, in Rebuttal the Company claims that its books
carry a balance of $85,599 for land, and therefore is requesting to include the $49,934
(885,599 - $35,665) balance in rate base.
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Q. What support did the Company provide for its revised land request?

A. The Company’s only support is Schedule 3 attached to the Rebuttal Testimony of
Company witness Mr. Matthew Rowell and a statement that this is a reasonable amount
considering that its wells and booster pumps are positioned on land.

Q. Does Staff consider the Company’s support for its land request adequate?

A. No. The Company should provide support showing the owner’s name, date(s), transaction
values, locations and dimensions of the claimed land along with an explanation of the
plant located on each parcel. Also if this land is for utility use, the Company should
explain why its Schedule 3 shows five sales transactions reducing the land account
balance.

Q. What does Staff recommend?

A. Staff continues to recommend disallowance of all amounts the Company requests for
including land in rate base

Bad Debt Expense

Q. Did the Company’s Rebuttal Testimony introduce a new request for bad debt
expense?

A. Yes, the Company in its Rebuttal Testimony is requesting $4,049 for bad debt expense -
all of which it recorded in October of 2011.

Q. What are Staff’s comments regarding bad debt expense?

A. Bad debt expense typically varies significantly from year to year for various reasons

including the variances in the consistency used by the Company to write-off receivables.

Thus, it is appropriate to review a multi-year history of bad debts to determine whether a
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normalized amount is more representative of the likely on-going amount versus the actual
test year amount. In response to Staff data request MJR 2-1, the Company provided
support to the following write-offs by year: 2007, $43; 2008, $1,488; 2009, $4,079 and
2010, $2,048 which Staff calculated as approximately 0.46 percent of revenue.
Accordingly, Staff concludes that normalizing bad debt expense at 0.46 percent of

revenues is appropriate.

Q. What does Staff recommend for bad debts expense?
A. Staff recommends $1,934 for test year bad debt expense, as shown in Surrebuttal Schedule
MJR-24 and recognition of a 0.46 percent bad debt rate in the gross revenue conversion

factor, as shown in Surrebuttal Schedule MJR-2.

Plant Disallowance
Q. Did Sfaff request the Company to provide support for all plant additions since the
end of the test year (December 31, 2006) in the prior rate case?

A. Yes, Staff requested invoices to support all amounts added to plant since test year 2006.

Q. Did the Company provide invoices to verify all of its plant additions from 2006
through the test year?
A. Not completely, the Company provided invoices for $97,600 of the $100,635 plant

additions in its application, a shortfall of $3,035.

Q. Did Staff’s recommended $11,818 disallowance its Direct Testimony include this
$3,035 shortfall?
A. Yes.
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Q. Does Exhibit 4 in the Company s Rebuttal Testimony represent the invoice for the
$3,035 shortfall as it claims?
A. No. Exhibit 4 attached to the Company’s Rebuttal Testimony is a copy of an invoice
amounting to $20,299. Handwritten on the invoice are the amounts: CLWC $6,766 and
BWC $13,533 indicating that $6,766 pertains to Cordes Lakes and $13,533 pertains to
Beméﬂ Water Company (Cordes Lakes and Bemeil Water Company (“BWC”) have
- common ownership). Neither of these amounts account for the $3,035 of missing invoices
for the claimed plant. The $6,766.67 charge to Cordes Lakes is not the missing $3,035,
and while Schedule 2 of the Company’s Rebuttal Testimony labels the amount of $13,533
for Invoice No. S1016897 as a missing amount, as noted above, the handwriting on the
invoice (Rebuttal Exhibit 4) indicates that the $13,533 amount is for BWC, not Cordes
Lakes.

Q. Does the Company have a written capitalization policy?

A. No. Staff asked the Company whether it had a written capitalization policy, and it replied

that it did not have a written capitalization policy. In response to Staff Data Request
MJR1-10, the Company gave the following explanation of its expense versus capitalized

method:

Almost all purchases are expensed or are considered section 179 property
for tax purposes. The decision is based upon how long the items are
expected to last. There is no written policy. During the test year a
replacement pump was expensed for $5,200.

Q. How did Staff interpret the Company statement regarding capitalization versus

expensing costs?

A. The Company’s response indicates to Staff that its dollar capitalization threshold is greater

than §$5,200. However, absence of a written policy increases the potential for inconsistent
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application of the Company’s capitalization policy. The statement also implies that the
Company utilizes tax accounting versus the Commission authorized National Association
of Regulatory Utility Commissioners (“NARUC”) Uniform System of Accounts
(“USoA”).

Is the Company’s proposed capitalization as shown in Exhibit 5 of its Rebuttal
Testimony consistent with the explanation it provided Staff of its éapitalization
policy? |

No. The Company’s explanation of its capitalization policy indicates that it expenses
instead of capitalizing amounts of $5,200 or less. Exhibit 5 shows the Company
capitalizing the much lower amount of $865. The Company apparently does not
consistently apply a capitalization policy, and its proposed capitalization of the costs as

shown on Schedule 2 of its Rebuttal Testimony is not supported by its policy.

What does Staff recommend regarding plant additions since the prior rate case?
Staff continues to recommend the $11,818 disallowance of plant that it recommended in
Direct Testimony. Staff also recommends that the Company adopt a written capitalization

policy.

Rate Case Expense

Q.

Did the Company newly propose an amount for rate case expense in its Rebuttal
Testimony?
Yes, the Company proposed to amortize $18,000 of rate case expense over three years,

i.e., $6,000 per year.
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What does Staff recommend?

Staff recommends approval of the Company’s request to include $6,000 for annual rate
case expense as an amortization of $18,000 over three years, as shown in Surrebuttal
Schedule MJR-22. Staff also recommends that the Order specify that no rate case expense

from this case is to be included in rates in any future rate case.

Post Test Year Plant

Q. Did the Company’s Rebuttal Testimony increase plant, accumulated depreciation
and depreciation expense by amounts attributed to post-test year plant?

A. Yes, the Company proposes to include in rate base post-test year plant in the amount of
$16,324 (87,680 for 2013.and $8,643 for 2012) and to increase accumulated depreciation
by $2,641 and to increase depreciation expense by $1,560."

Q. Did the Company provide support for any of its requested post-test year plant?

A. No. The Company needs to provide documentation of its proposed post-test year plant
improvements for them to be considered in rates.

Q. What is Staff’s recommendation?

A. Staff recommends not including the Company’s proposed post-test year amounts in the
rate base or expenses without adequate documentation.

Accounting Expenses

Q. Does the Company request in its Rebuttal Testimony an increase operating expense
for outside accounting services?

A. Yes, the Company requests to increase by $6,340, from $3,660 to $10,000 its outside

accounting services expense.
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What is Staff’s recommendation as to the outside accounting services?

Staff recommends approval of the revised accounting services expense to $10,000 subject
to the Company submitting documentation of entering a contract for accounting services
prior to the date of the hearing in this rate proceeding, as shown in Surrebuttal Schedule

MIJR-23.

Purchased Power Expenses

Q.

Did the Company’s Rebuttal Testimony request a pro forma adjustment to increase
purchased power expense?

Yes, the Company requests a pro forma $917 increase in purchased power expense due to
changes in the charges the Commission authorized in its power provider (APS) in

Decision No. 73183.

Did the Company provide any support for the amount of its pre form request in its
Rebuttal Testimony?

No. While Staff supports the concept of recognizing a pro forma adjuétment for the
change in the rates charged by the ’Company’s power provider, the Company has not
provided calculations to support its $917 quantification of the impact on its purchased
power costs. Absent this support, Staff does not recommend adoption of this pro forma

request.

Revenue Requirement and Rate Design

Q.
A.

Did Staff update its rate design to reflect its Surrebuttal revenue requirement?

Yes.
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Q. Does Staff have any comments regarding the Company’s Rebuttal Testimony

pertaining to the issue of rate design?

A. Yes. The Company’s primary concern with Staff’s rate design is that it does not provide

the level of revenue stability the Company desires. To support its position the Company
notes that Staff assigned all of the revenue increase to the second and third commodity
rate tiers and the recommended rate design generates 41 percent of the revenue from the

monthly minimum charges and 59 percent from the commodity charges.

Staff’s assignment of the entire revenue increase to the commodity rates was a function of
the relatively small revenue increase. Since Staff typically targets generating 30 percent
to 40 percent of the revenue from the minimum monthly charge, the 41 percent result is
consistent with providing adequate revenue stability. Since Staff’s Surrebuttal rate design
generates more revenue than its direct rate design, Staff is now recommending increases to
the monthly minimum charges for some meter sizes. In addition, Staff’s Surrebuttal rate
design reduces the break-over points to provide additional revenue stability. Staff’s
Surrebuttal rate design generates 41.6 percent of the revenue from the minimum monthly
charges and 58.4 percent from the commodity rates. Staff’s recommended rates are shown
in Schedule MJR-24 and the typical bill analysis for %-inch meter customers is shown in

Schedule MJR-25.

Q. Does this conclude your testimony?

A. Yes, it does.
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REVENUE REQUIREMENT

(A) (B)
COMPANY STAFF
LINE ORIGINAL ORIGINAL
NO. - DESCRIPTION COST COST
1 Adjusted Rate Base 496,789 $ 145,210
2 Adjusted Operating Income (Loss)’ (17,373) " $ (3,363)
3 Current Rate of Return (L2 /L1)? 0.00% -2.32%
4 Required Rate of Return 8.00% 9.00%
5 Required Operating Income (L4 * L1 )3'4 37,000 $ 13,069
6 Operating Income Deficiency (L5 - L2)° 68,000 $ 16,432
7  Gross Revenue Conversion Factor None 1.2946
8 Required Revenue Increase (L7 * L6)5 77,006 | $ 21,27ﬂ
9 Adjusted Test Year Revenue | 403,993 $ 420,536
|
10 Proposed Annual Revenue (L8 + L9)7 498,366 $ 441,810 1
11 Required‘ increase in Revenue (%) 19.06% 5.06%

References:

Column (A): Company Schedule B-1 Rate Base, Revised E-2 (9/24/2012) Income Statement
Column (B): Staff Schedule MJR-3 & MJR-11

" The Company's application (Schedule A-1) uses Net Income as Operating Income.

2 The Company's rate of return, as filed, is not a mathematical product of Operating Income
divided by rate base.

® Rate base ($496,789) times ROR (8.0%) equals $39,743.

* The Company requests a $30,000 water Ioss repair surcharge and a $10,000 meter replacement
surcharge.

® The Company's amount is not mathematically correct.

® The Company's amount is the total of Required Operating Income and both surcharges ($37, 000 +
$30,000 + $10,000). However, the Company's request for a $30,000 water loss surcharge
only extends for two years and the $10,000 meter replacement surcharge only extends for three years.

7 Company's amount represents test year revenue ($403,993) plus adusted operating loss
($17,373) plus required operating income ($37,000) plus annual water loss surcharge ($30,000)
pluse annual meter replacement surcharge ($10,000).
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GROSS REVENUE CONVERSION FACTOR

LINE . (A (8 © (D)
NO. ’ DESCRIPTION
Calculation of Gross Revenue Conversion Factor;
1 Revenue 100.0000%
2 Uncollecible Factor (Line 11) 0.3638%
3 Revenues (L1-12) - . 99.6362%
4 Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22) 22.3851% .
5 Subtotal (L3 - L4) - 77.2412%
6 Revenue Conversion Factor {L1/L5) . 1.294647
Calculation of Uncollectible Factor. .
7 Unity 100.0000%
8 Combined Federal and State Tax Rate (Line 17) . 20.9228%
9 One Minus Combined Income Tax Rate (L7 - L8) 79.0772%
10 Uncollectible Rate - 0.4600%
11 Uncollectible Factor (L9 * L10) . 0.3638%
Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
13 Arizona State Income Tax Rate 6.9680%
14 Federal Taxable Income (L12 - L13) 93.0320%
15 Applicable Federal income Tax Rate (Line 53) 15.0000%
16 Effective Federal Income Tax Rate (L14 x L15) 13.9548%
17 Combined Federal and State Income Tax Rate (L13 +L16) 20.9228%
Calculation of Effective Property Tax Factor
18  Unity 100.0000%
48 Combined Federal and State Tax Rate (Line 17) 20.9228%
20 One Minus Combined income Tax Rate (L18 - L19) : 79.0772%
21 Property Tax Factor (MJR-17, 1.24) 1.8618%
22 Effective Property Tax Factor (L 21 *L 22) 1.4723%
23 Combined Federal and State Tax and Property Tax Rate (L17+L22) 22.3951%
24 Required Operating Income {Schedule MJR-1, Line 5) $ 13,069
25 AdjustedTest Year Operating Income (Loss) (Schedule MJR-11, Line 40} 3 (3,363)
26 Required increase in Operating income {L.24 - L25) $ 16,432
27 income Taxes on Recommended Revenue (Col. (D), L52) $ 3,458
28 Income Taxes on Test Year Revenue (Col. (B), L52) 3 ' (890)
29 Required increase in Revenue to Provide for Income Taxes (L27 - 1.28) $ 4,348
30 Recommended Revenue Requirement (Schedule MJR-1, Line 10) $ 441,810
31 Uncollectible Rate (Line 10} 0.4600%
32 Uncollectible Expense on Recommended Revenue (L24 * L25) $ 2,032
33 Adjusted Test Year Uncoliectible Expense $ 1,934
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33} 3 98
35 Property Tax with Recommended Revenue (MJR-17, L19) $ 23,825
36 Property Tax on Test Year Revenue (MJR-17, L 16) $ 23,429
37 Increasee in Property Tax Due to Increase in Revenue (MJR-17, .22) $ 396
38 Total Required Increase in Revenue {L26 + L29 + L34+1.37) $ 21,274 .
STAFF
Calculation of Income Tax: Test Year Recommended
39 Revenue (Schedule MJR-11, Col.{C), Line 5 & Sch. MJR-1, Cal. (B), Line 10) $ 420,536 § 21274 §° 441,810
40 Operating Expenses Excluding Income Taxes - 8 424,788 $ . 425283
41 Synchronized Interest (L47) $ - $ -~
42 Arizona Taxable Income (L36 - L317- L38) $ (4,253) _ $ 16,527
43 Arizona State Income Tax Rate 6.9680% 6.9680%
44 Arizona Income Tax (L39 x L40) $ (2886) - ’ $ 1,152
45 Federal Taxable Income (L42- L43) $ {3,956) 3 15,375
46 Federal Tax on First income Bracket ($1 - $50,000) @ 15% $ (593} $ 2,306
47 Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25% $ - $ -
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% $ - $ -
49 Federal Tax on Fourth income Bracket ($100,001 - $335,000) @ 39% $ - $ -
50 Federal Tax on Fifth income Bracket {$335,001 -$10,000,000) @ 34% $ - $ o
51 Total Federal lncome Tax - 3 593 $ 2,306
52 Combined Federal and State income Tax (L44 + [ 51) $ 390 : $ 3,458
53 Applicabie Federal income Tax Rate [Col. (D), L51 - Cal. (B), L51}/ [Col. (C), L45 - Col. (A), L45] 15.0000%
Galculation of Interest Synchronization: . o
54 Rate Base (Schedule MJR-3, Col. (C), Line 17) $ 145,210
55 Weighted Average Cost of Debt 0.00%

56 Synchronized Interest (L54 X L56) ) 5 -
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RATE BASE - ORIGINAL COST

LINE
NO.

(=N

-10

1"

12

17

Surrebuttal MJR-3

A (B) (©)
COMPANY STAFF
AS STAFF AS
FILED ADJUSTMENTS REF  ADJUSTED
Plant in Service - $ 601,634 $ 535,389 $ 1,137,023
Less: Accumulated Depreciation ’ 139,712 755,284 894,996
Net Plant in Service 3 461,922 $ (219,895) 3 242 027
LESS:
Contributions in Aid of Construction (CIAC) $ - $ 76,247 $ 76,247
Less: Accumulated Amortization - 18,710 18,710
Net CIAC - 57,537 57,537
Advances in Aid of Construction (AIAC) 21,110 - 21,110
Customer Deposits 18,170 - 18,170
Deterred Income Tax Liabilites - - -
ADD:
Unamortized Finance Charges - - -
Deferred Tax Assets - - -
Working Capital 74,147 (74,147) -
Original Cost Rate Base $ 496,789 $ (351,579) . $ 145210

References:

Column (A), Company Schedule B-1,
Column (B): Schedule MJR-4
Column (C): Column (A) + Column (B)
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #1 - REMOVE NON-USED AND USEFUL LAND

Surrebuttal MJR - 5

IA] [B] [C]

Line COMPANY ~ STAFF STAFF

No. DESCRIPTION PROPQOSED ADJUSTMENTS RECOMMENDED
1 Land ’ 3 35,665 $ (35,665) $ -

References:

Col [A]: Company Schedeule B-1
Col.[B]: Col [C] - Col [A]

Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY Surrebuttal MJR-6
Docket No. W-02060A-12-0356 -
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #2 REINSTATE USED AND USEFULL PLANT

[Al [B] [C]
COMPANY Decision No.
' : 2006 Balance - 70170
LINE ACCT AS STAFF STAFF
NO. NO. DESCRIPTION - FILED ADJUSTMENTS RECOMMENDED
1 311 Pumping Equipment $ 10,558 $ - 3 10,558
2 331 Transmission & Distribution Mains ' 9,444 i 562,940 572,384
3 333 Services - 19,350 19,350
4 347 Miscellaneous Equipment - . 582 582

5 Totals $ 20,002 % 582,872 § 602,874

[A]: Company Schedule E-5 and Detail 11/8/2012
[B]: Col [C] - Col [A}
[C]:MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #3 NET PLANT ADDITIONS

LINE ACCT

NO. NO. DESCRIPTION
331  Transmission & Distribution Mains
2 334 Meters & Meter Installation

3 339 Other Plant & Misc. Equipment

4 340 Office Furniture & Equipment

—_

[6;]

Totals

[Al: Company Schedule E-5 and Detail provided 11/8/2012
[B]: Col [C] - Coi [A]
[CI:MJR Testimony

Surrebuttal MJUR-7

Al {B] [C]
COMPANY A
Additions STAFF STAFF
11/8/2012 ADJUSTMENTS RECOMMENDED

$ 5655 % 3,898 % 8,553
35,253 (16,025) 19,228
5,166 1,235 6,401
2,537 (926) - 1,611
[3 48611 $ (11,818) $ 36,793




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #4 - ACCUMULATED DEPRECIATION

Surrebuttal MJR-8

[A] [B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Accumulated Depreciation ‘ $ 139,712 $ 755,284 3 894,996 -

References:
Col [A]; Company Schedule B-1
Col [B]: Col [C] - Col [A]

- Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY

Surrebuttal MUR-9
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011
RATE BASE ADJUSTMENT #5 - CIAC AND ACCUMULATED AMORTIZATION OF CIAC
[A] [B] [
LINE - COMPANY STAFF. STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Contributions in aid of construction $ - $ 76,247 % . 76,247
2 Accumulated Amortization of CIAC 3 - $ - 18,710 § 18,710

References:

Col [A]l: Company Schedeule B-1
Col [B]: Col [C] - Col [A]

Col [C]: Decision 70170



CORDES LAKES WATER COMPANY
Daocket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #6 - WORKING CAPITAL ALLOWANCE

LINE
NO.
1

Surrebuttal MJR-10

A [B} 9]
‘ COMPANY STAFF . STAFF
DESCRIPTION PROPOSED  ADJUSTMENTS RECOMMENDED
Working Capital Allowance - $ 74,147 3 (74,147) § -

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]

Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356

Test Year Ended December 31, 2011 . N
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED Surrebuttal MJR-11
1Al - 8] [C} [D} [E]
COMPANY STAFF
ADJUSTED STAFF TEST YEAR STAFF
LINE TEST YEAR TEST YEAR AS PROPOSED STAFF
NO. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
1 REVENUES: . . ) ’
2 Metered Water Sales $ 403,353 $ 9,093 $ 412,446 $- 21,274 $ 433,720
3 Received for Contract Labor 167,692 (167,692) - - Co-
4 Miscellaneous Revenue 640 7,450 8,080 - 8,090
) Total Operating Revenues $ 571,685 $ (151,149) $ 420,536 $ 21,274 $ 441,810
6 OPERATING EXPENSES: :
7 Payroli $ 309,095 $ (167,692) $ 141,403 3 - $ 141,403
10 Contract Labor 10,312 - 10,312 - 10,312
11 Emplioyee Benefits 29,422 - 29,422 - . 29,422
13 Purchased Power 31,723 - 31,723 - 31,723
14 Repairs and Maintenance 12,650 1,012 13,662 - 13,662
18 Office Supplies and Expense 14,491 - A 14,491 - 14,491
16 Outside Sevices - Accounting 3,660 6,340 10,000 - 10,000
A7 Outside Sevices - Billing Services 24,118 C . 24,118 - 24,118
18 Outside Sevices - Computer Programming 3,511 - 3,511 - 3,511
19 Water Testing . 1,806 4,052 5,858 - 5,858
20 Rents 28,150 - 28,150 - 28,150
21 © Transportation Expenses 8,995 - 8,995 . - 8,995
22 Insurance - General Liability . 33,033 - 33,033 - 33,033
23 Insurance - Heaith and Life 14,936 - ¢ 14,936 - 14,936.
24 Rate Case Expense - 6,000 6,000 - 6,000
25 Regulatory Expense - - - - . -
26 Misc Expense - Permits 2,000 - 2,000 - 2,000
27 Misc Expenese - Travel - s - - -
28 Misc. Expenses - Utilities except Electricity 3,391 - 3,391 - 3,389
29 Misc. Expenses - Bank Charges 1,304 1,934 3,238 98 3,336
30 Misc. Expenses - Payroli Services 859 - 859 .- 859
31 Depreciation Expense 37,185 (22,162) 15,033 - 15,033
32 Payroll Taxes : 175 - 175 - 175
33 Taxes other than Income (Sales Tax) - - - - -
34 Property Taxes 18,187 5,242 23,429 396 23,825
35 Income Tax 45 (835) (890) 4,348 . 3,458
36 interest Income . - - - - - -
37 Interest Expense - 1,050 1,050 - 1,050
38 -
39 Total Operating Expenses 3 589,058 ) (165,159) $ 423,899 $ 4,842 $ 428,741
40 Operating Income (L.oss) 3 (17,373) B 14,010 $ (3,363) $ 16,432 $ 13,069
References:

Column (A): Company Revised Schedule E-2, 11/8/2012°
Column (B): Schedule Surrebuttal MJR-12

Column (C): Column (A) + Column (B) )
Column (D): Surrebuttal Schedules MJR-1 and MJR-2
Column (E): Column (C) + Column (D)
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Surrebuttal MUR-13

OPERATING INCOME ADJUSTMENT #1 - REMOVE NON-UTILITY REVENUES AND EXPENSES FOR CONTRACT LABOR

LINE
NO.

1
2
3

DESCRIPTION

Contract Labor Revenue
Payroil
Operating Income Affect

References;

Col [A]: Company Schedeule E-2
Col [B]: Col [C] - Col [A]

Col [CI: MJR Testimony

A . B8] [
COMPANY STAFF STAFF
PROPOSED ADJUSTMENTS RECOMMENDED

$ 167,692 § (167,682) % -
$ 167,692 (167,892) s -
8 - $ - $ -




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #2 - NORMALIZATION OF REPAIRS & MAINTENANCE EXPENSES

LINE
NO.

1

(SN EVIE V]

»

Surrebuttal MJR-14

Al (B] [C]

. : COMPANY STAFF STAFF
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
Repairs & Maintenance ‘ $ 12,650 $ 1,012  § 13,662
Repairs & Maintenance - Company's Test Year: 2011 $ 12,650
Repairs & Maintenance - 2010 Annual Stmt 17,224

- 11,118

Repairs & Maintenance - 2009 Annual Stmt
Repairs & Maintenance expenses, past three years

Average Repair & Maintenance expense (line 5/3)

References:

Col [A]: Company Schedeuie C-1

Col [B): Col IC] - Col [A]

Col [C]: Normalized Repairs & Maintenance Expense Col [C] L6.

$ ’ 40,987

$ 13,662



CORDES LAKES WATER COMPANY s
Docket No. W-02060A-12-0356
~ Test Year End_ed December 31, 2011

OPERATING INCOME ADJUSTMENT #3 - METERED REVENUE

LINE
NO.

1

DESCRIPTION

Metered Revenue

References;

Coi [Al: Company Schedule E-2 Revised 9/24/2012
Col [B}: Col [C] - Col [A]
Col [C]: MJR Testimony

Bill Count Revenue

Al [B]

Surrebuttal MJR-15

[C]

3/4 inch Meter
1 inch Meter
2 inch Meter
Subtotal

COMPANY STAFE STAFF
PROPOSED ADJUSTMENTS RECOMMENDED
$ 403353 § 9083 ¢ 412,446
$ 404,597
2,397
5,452

§ 412,446




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #4 - DEPRECIATION EXPENSE

Surrebuttal MJR-16

[A] [B] [C]
Line ACCT Depreciable Projected
No. NO. DESCRIPTION AMOUNT Amount RATE EXPENSE
Plant In Service
1 301  Organization '3 - $ - 0.00% § -
2 302 Franchises - - - 0.00% -
3 303 Land and Land Rights ) - ’ - 0.00% -
4 304 Structures & Improvements 6,657 4,400 3.33% 147
5 305 Collecting & Impounding Reservoirs o - - 2.50% -
6 306 Lakes, Rivers, Other Intakes - - 2.50% -
7 307 Wells and Springs 167,348 151,979 3.33% 5,061
8 308 Infitration Galleries and Tunnels - . - 6.67% -
Q 308 Supply Mains - - 2.00% -
10 310 Power Generation Equipment - - - 5.00% -
11 311 -Pumping Equipment 26,588 16,030 12.50% 2,004
12 320 Water Treatment Plant - - 3.33% -
13 330 Distribution Reservoirs & Standpipes 141,632 94,458 2.22% 2,097
14 331 Transmission & Distribution Mains 581,937 19,442 2.00% 389
15 333 Services 19,350 - 3.33% S
16 334 Meters & Meter Installation 54,817 47,078 8.33% 3,822
17 335 Hydrants : - - 2.00% -
18 336 Backflow Prevention Devices - - 6.67% -
19 339 Other Plant & Misc. Equipment 60,550 60,550 6.67% 4,039
20 340 Office Furniture & Equipment 6,101 6,101 6.67% ’ 407
21 341 Transportation Equipment 71,461 . 2412 20.00% 482
22 342 Stores Equipment - - 4.00% -
23 343 Tools, Ship & Garage Equipment - - 5.00% -
24 344 Laboratory Equipment Lo- - 10.00% -
25 345 Power Qperated Equipment - - 5.00% -
26 348 Communication Equipment ' - - 10.00% -
27 347 Miscellaneous Equipment 582 - 10.00% -
28 348 Other Tangible Plant - - 0.00% -
29 Subtotal General . $ 1,137,023 § 402,450 $ 18,547
30 Less: Non- depreciable Account(s) (L3) - -
31 Depreciable Plant (L29-130) : $ 1,137,023 § 402,450
Contributions-in-Aid-of-Construction (CIAC) Per )

32 Decision No. 54526 (1/28/1985) - Not Amortized $ 76,247

33 Composite Depreciation/Amartization Rate 4.61%
34 Less: Amortization of CIAC (L32 x L33) $ 3,514
38 Depreciation Expense - STAFF [Col. (C), L29 - L34] $ 15,033

Al Bl [Cl

LINE COMPANY STAFF STAFF

NO. DESCRIPTION PROPOSED ADJUSTMENT RECOMMENDED
36 Depreciation Expense $ 37,195 $ (22,162) $ 15,033

References:

Col [Al: MUR~4

Col {B]: Decision No. 70170 and updated Plant Schedules
Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Surrebuttal MUR-17

OPERATING INCOME ADJUSTMENT #5 - PROPERTY TAXES

) .
LINE STAFF STAFF
NO. {Property Tax Calculation AS ADJUSTED RECOMMENDED
1 Staff Adjusted Test Year Revenues - 2011 $ 420,536 $ 420,536
2°  Weight Factor ’ 2 2
3  Subtotal (Line 1 * Line 2) 841,073 $ 841,073
4  Staff Recommended Revenue, Per Schedule MJR-1 420,536 $ 441,810
5  Subtotal (Line 4 + Line 5) 1,261,609 1,282,882
6  Number of Years 3 3
7  Three Year Average (Line 5 / Line 6) 420,536 427,627
8  Department of Revenue Mutilplier 2 ) 2
9 Revenue Base Value (Line 7 * Line 8) 841,073 855,255
10 Plus: 10% of CWIP - - -
11 Less Net Book Value of Licensed Vehlcies 2,171 2,171
12 Full Cash Vaiue (Line 9 + Line 10 - Line 11) 838,902 . $ 853,084
13 Assessment Ratio’ : 20.0% 20.0%
14 Assessment Value (Line 12 * Line 13) 167,780 $ 170,617
15 Composite Property Tax Rate 13.9638% 13.9638%
$ Z
16  Staff Test Year Adjusted Property Tax (Line 14 * Lineg 15) $ 23,429 '
17 Company Proposed Property Tax - 18,187
18  Staff Test Year Adjustment (Line 16-Line 17) $ 5,242
18 Property Tax - Staff Recommended Revenue (Line 14 * Line 15) -3 23,825
20 Staff Test Year Adjusted Property Tax Expense (Line 16) $ 23,429
21 Increase in Property Tax Expense Due to Increase in Revenue Requirement $ 396
22 Increase to Property Tax Expense ’ $ 396
23 Increase in Revenue Requirement ‘ 21,274

24  Increase to Properly Tax per Dollar Increase in Revenue (Line22/Line 23) 1.861840%




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #6 - TEST YEAR INCOME TAXES

: _ ’ Al [B]
LINE ) - COMPANY STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS
1 . Income Tax Expense A $ . 45 $ {935)

-

Surrebuttal MUR-18

{C]
STAFF

RECOMMENDED

3

(890)

References: )
Col [A): Company Schedeuie E-2 Revised 9/24/2012
Col [B]: €ol [C] - Col [A]

Col [C]: Schedule MJR-2, Line 43



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0358
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #7 WATER TESTING

LINE °

NO.

1

DESCRIPTION

Water Testing E>gpense

References:

Cot [A]: Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: Engineering Report

Surrebuttal MJR-19

Al [B] [C]
COMPANY STAFF STAFF
PROPOSED ~ ADJUSTMENTS  RECOMMENDED

$ 1,806 _$ 4,052 _§ 5858




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #8 - NON-METERED REVENUE FEES

LINE

NO.

Gy BN

o

Surebuttal MJR-20

[A] (Bl IC]
COMPANY
PROPOSED STAFF STAFF
DESCRIPTION 9/24/2012 ADJUSTMENTS RECOMMENDED
Misc Income Net 3 640 $ (6840) $ -
Establishment - $ 6,825 T 6,825
Reconnection - $ 1,045 1,045
After Hours Reconnection - 3 150 150
Re-Establishment - $ 70 70
[ $ 640 $ 7450 % 8,090 |
COMPANY
Revised
8/17/2012
Misc Income Net 3 -
Establishment 6,825
Reconnection 1,045
After Hours Reconnection 150
Re-Establishment 70

Fliatod

References:

Col [A]: Company Schedeuie A-2 (B)

Col [B]: Col [C] - Col [A]

Col [C]: Schedule Column A plus Column B



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #9 - INTEREST ON CUSTOMER DEPOSITS

Surrebuttal MJR-21

[B] el

STAFF STAFF

ADJUSTMENTS  RECOMMENDED

’ [A]
LINE
. ] COMBANY
NO. DESCRIPTION PROPOSED
1 Interest on Customer Deposits 3 -
References:

Col [A]: Company Schedeule A-2 (B)
Col [B]: Col [C] - Col [A]
Cot [C}: MJR Testimony

$ 1,050 $ 1,050



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356-
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #10 - RATE CASE EXPENSE

[A]
LINE
: COMPANY
NO. DESCRIPTION PROPOSED
1 Rate Case Expense 3 -
References:

Col [Al: Company Scheduie E-2
Col [B]: Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony

Surrebuttal MJR-22

(Bl [C]

STAFF ~ STAFF
ADJUSTMENTS ~ RECOMMENDED

_$ 8000 8 6,000




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356 "
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #11 - OUTSIDE ACCOUNTING SERVICES

: [A] (Bl
LINE
COMPANY STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS
1 Qutside Sevices - Accounting $ 3,660 $ 6,340
References:

Col [A]: Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony

Surrebuttal MJR-23

[C]
STAFF
RECOMMENDED
$ 10,000




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #12 - BAD DEBT EXPENSE

[A]
LINE
COMPANY
NO. DESCRIPTION PROPQSED
1 Misc. Expense - Bank Charges $ ‘ 1,304
2 Bad Debt Expense -
3 Totai $ 1,304
$ 43 Write-off in 2007
' 1,488 Write-off in 2008
4,079 Write-off in 2009
2,048 Write-off in 2010
$ 7,658
4.00 Years.
$ 1,914
3 420,536 Test Year Revenue
0.46% Average write-off rate
References:

Col [A]: Company Schedule E-2

Col [B]: Col [C] - Col [A]

Col [C]: MJR Surrebuttal Testimony

[B]
STAFF

ADJUSTMENTS

Hlen &
R JY
OO

Surrebuttal MJR-24

[C]

STAFF
RECOMMENDED
$ 1,304

1,934
$ 3,238




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

s 2

Monthly Usage Charge

5/8" x 3/4" Meter

3/4" Meter
1" Meter
14" Meter
2" Meter
3" Meter
4" Meter
6" Meter
8" Meter
10" Meter
12" Meter

Gallons Included in Minimum

Commadity Rate Charge

3/4" Meter

Company
Tier 1
Tier 2
Tier 3
Staff
Tier 4
Tier 2
Tier3

1" Meter
Company
Tier 1
Tier 2
Staff
Tier 1
Tier 2

13%" Meter
Company
Tier 1

Tier 2
Staff

Tier 1

Tier 2

2" Meter
Company
Tier 1
Tier 2
Staff
Tier 1
Tier 2

3" Meter
Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

4" Meter
Company
Tier 1
Tier 2
Staff
Tier 1
Tier 2

6" Meter’
Company
Tier 1
Tier2
Staff

Tier 1
Tier 2

From O to 3,000 gallons
From 3,001 to 8,000 galions
Over 8,000 galions

From 0 to 3,000 gailons

From 3,001 to 8,000 galions
Over 8,000 gallons

From 0 o 18,000 gallons
Over 18,000 galions

From C to 10,000 gallons
Over 10,000 gallons

From 0 to 43,500 galions
Over 43,500 gallons

From 0 1o 17,000 gallons
Qver 17,000 gallons

From 0 to 75,000 galions
Over 75,000 gallons  ~

From O to 26,000 galions
Over 26,000 gallons

From 0 to 160,000 gallons
Over 160,000 gailons

From O to 50,000 galions
Over 50,000 galions

From 0 to 280,000 gallons
Over 290,000 gaflons

From 0 fo 75,000 gafions
Over 75,000 gallons

From 0O to 530,000 gallons
Over 530,000 gallons

From O to 150,000 gafions

Over 150,000 gallons

Surrebuttal- MJR-25

Page 1 of 2
Present -Proposed Rates-
Rates Company Staff
NIA N/A N/A
11.00 $§ 13.50 11.50
18.50 24.50 20.00
39.00 48.75 39.00
62.50 78.00 82.50
125.00 156.00 125.00
220.00 275.00 182.50
390.00 485.00 385.00
N/A N/A N/A
N/A N/A TONA
N/A N/A N/A
0 0 0
2.80 3.30
4.30 '5.25
5.00 6.00
2.80
4.20
6.45
4.30 525
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 525
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
- 8.45
4.30 5.25
5.00 6.00
4.20
6.45



Service Line and Meter Installation Charges

578" x 3/4" Meter
3/4" Meter
1" Meter
1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

> Service Charges

Establishment

Establishment (After Hours)
Reconnection (Delinquent)
Reconnection (Delinquent) After Hours
NSF Check

Meter Re-Read (If Correct)

Meter Test (if Correct)

Deferred Payment (per Month)

Deposit Amount

Deposit Interest

Re-Establishment (Within 12 Months)
Late Fee (per Month)

Road Cutting or Boring’

After Hours Service Charge (Customer Request)

Monthly Service Charge for Fire Sprinkler

4" or Smaller
g

g

10"

Larger than 10"

* Per Commission Ruies (R14-2-403.8)

= Months off system times the minimum (R14-2-403.D)

~* 1.5% on the unpaid balance per month

NT
520.00
610.00
855.00
1,515.00
2,195.00
3,360.00
6,115.00

$26.00
$35.00
$15.00
$25.00
$12.50
$10.00
$25.00
1.5%

-

P

1.5%
Cost
NIT

NT = No Tariff

$0.00
0.00
0.00
0.00
0.00

= 2.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $10.00 per month. The Service Charge for Fire Sprinkiers
is only applicabie for service lines seperate and distinct from the primary

water service line.

NIT
Same as Staff
Same as Staff
Same as Staff
Same as Staff
Same as Staff
Same as Staff
Same as Staff

$30.00
$40.00
$20.00
$30.00
$15.00
$12.00
§$30.00
1.5%

"

o~

1.5%
Cost
NT

$0.00
0.00
0.00
0.00
0.00

MJR-25
Page 2 of 2

Service
Line

Meter

It
n

Total

N/T
426.00
486.00
528.00
720.00
830.00

1,332.00

2,000.00

198.00
246.00
498.00
1,098.00
1,764.00
2,700.00
5,350.00

N/T
624.00
732.00

1,026.00
1,818.00
2,684.00
4,032.00
7.350.00

$30.00
NT
$20.00
NT
$15.00
$12.00
$30.00

r
«
*

I

"

Cost
$35.00

o

i




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-03586 Surrebuttal MJR-26
Test Year Ended December 31, 2011

General Service 3/4 - Inch Meter

Average Number of Customers: 1,291
Present Proposed > Dollar Percent
Company Proposed Gallons Rates Rates  Increase Increase
Average Usage ' 4,169 $24.42 $29.54 $5.11 20.92%
Median Usage 3,088 $19.78 $23.86 $4.08 20.65%

s Present & Proposed Rates (Without Taxes)
General Service 3/4 - Inch Meter

Company
Gallons Present  Proposed % %
Consumption Rates Rates Increase Increase
0 $11.00 $13.50 22.73% 4.55%
1,000 . 13.80 16.80 21.74% 3.62%
2,000 : 16.60 20.10 21.08% . 3.01%
3,000 19.40 23.40 20.62% 2.58%
4,000 23.70 28.65 20.89% 1.69%
5,000 28.00 33.90 21.07% 1.07%
8,000 32.30 3915 21.21% 0.62%
7,000 36.60 44 .40 21.31% 0.27%
8,000 40.90 49.65 21.38% 0.00%
9,000 _ 45.90 55.65 21.24% 3.16%
10,000 ' 50.90 61.65 21.12% 5.70%
15,000 75.90 8165 . 20.75% 13.37%
20,000 100.90 121.65 20.56% 17.24%
25,000 125.90 151.65 20.45% . 19.58%
50,000 250.90 301.65 20.23% 24.27%
75,000 . 375.90 451.65 20.15% 25.84%
100,000 500.90 601.65 20.11% 26.63%
125,000 625.90 751.865 20.09% 27.10%
150,000 750.90 901.65 20.08% 27.42%
175,000 875.90 1,051.65 20.07% 27.64%
200,000 1,000.90 1,201.65 20.06% 27.81%
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EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY
DOCKET NO. W-02060A-12-0356

The Surrebuttal Testimony of Staff witness Mary J. Rimback addresses the issues of rate

base, operating income, revenue requirement, and rate design for Cordes Lakes Water Company
(“Cordes Lakes” or “Company”).

The Company’s Rebuttal Testimony requests an increase in revenue of $50,372 (11.95
percent) increase over test year revenue of $420,536. The total annual revenue of $470,807
produces operating income of $23,508 for a 10.55 percent rate of return on fair value rate base
(“FVRB”) which is also its original cost rate basis (“OCRB”) of $222,825. The Company’s
Rebuttal Testimony withdrawals the request for surcharges made in its original rate application.

The Utilities Division (“Staff”) recommends total operating revenue of $441,810, a $21,274
(5.06 percent) increase over the $420,536 Staff-adjusted test year revenue, to provide a $13,069
operating income and a 9.0 percent rate of return on the $145,210 Staff-adjusted FVRB and
OCRB. Staff’s Surrebuttal revenue requirement represents a $13,072 increase from its Direct
Testimony. Staff recommended rates would increase the typical 5/8 x %-inch meter residential
water bill with median usage of $3,088 by $0.49 (2.48 percent) from $19.78 to $20.27.
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L INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My name is Mary J. Rimback; I am a Public Utilities Analyst Arizona Corporation
Commission (“ACC” or “Commission”) in the Utilities Division (“Staff”). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Are you the same Mary J. Rimback who previously submitted Direct Testimony in
this case?

A. Yes, I am.

Q. How is your testimony organized?
A. My testimony is presented in four sections. Section I is this introduction. Section II
provides the purpose of the testimony. Section III is a summary of recommendations.

Section IV presents Staff’s response to the Rebuttal Testimony of Mr. Matthew Rowell.

II. PURPOSE OF SURREBUTTAL TESTIMONY

Q. What is the purpose of your Surrebuttal Testimony in this proceeding?

A. The purpose of my Surrebuttal Testimony in this proceeding is to respond to the Rebuttal
Testimony of Cordes Lakes Water Company (“Cordes Lakes” or “Company”) witness Mr.
Matthew Rowell and to present Staff’s Surrebuttal position regarding rate base, operating

income, revenue requirement and rate design issues.
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Q. Do you attempt to address every issue raised by the Company in its Rebuttal
Testimony? |

A. No, my silence on any particular issue raised in the Company’s Rebuttal Testimony does
not indicate that Staff agrees with the Company’s rebuttal position on that issue. I rely on

my Direct Testimony unless modified by this Surrebuttal Testimony.

Q. ‘What issues will you address?

A. My Surrebuttal Testimony addresses the fbllowing issues presented in Rebuttal Testimony

of Mr. Rowell:

1) Contributions in Aid of Construction (“CIAC”) balance and CIAC amortization
2) Real property included in rate base

3) Bad debt expense

4) Staff’s plant disallowance

5) Rate Case Expense

6) Post Test Year Plant

7 Accounting Expenses
&) Purchased Power Expenses
9) Revenue Requirement and Rate Design

III. SUMMARY OF RECOMMENDATIONS

Q. What Rebuttal revenue requirement is the Company proposing?

A. The Company’s Rebuttal Testimony is requesting total operating revenue of $470,807, a
$50,271 or an 11.95 percent increase over test year revenue of $420,536, to provide a

$23,508 operating income and a 10.55 percent rate of return on a proposed $222,825 fair
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Iv.

value rate base (“FVRB”) which is also the Company-proposed original cost rate base

(“OCRB”).

Please provide a summary of Staff’s Surrebuttal recommendations.

The Staff’s Surrebuttal revenue; requirement of $441,810 represents an increase of $21,274
or 5.06 percént over test year revenue of $420,536 to provide a $13,069 operating income
and a 9.00 percent rate of return on a proposed $145,210 fair value rate base (“FVRB”).
Staff’s Surrebuttal revenue requirement represents a $13,072 increase from its Direct
Testimony. Staff’s recommended rates would increase the typical 5/8 x 3/4-inch meter
residential water bill with median usage of 3,088 gallons by $0.49 (2.48 percent), from
$19.78 to $20.27.

RESPONSE TO REBUTTAL TESTIMONY OF MATTHEW ROWELL

CIAC Balance and Accumulated Amortization of CIAC

Q.

What is the Company proposing for CIAC and Accumulated Amortization of CIAC
in its Rebuttal?

The Company’s Rebuttal proposes $92,754 for CIAC and $53,720 for Accumulated
Amortization of CIAC resulting in a $39,034 Net CIAC balance. The Company presents
Schedule 1 that list CIAC and CIAC amortizations for the period beginning in 1999 and
continuing through to December 31, 2012. The Company provided no support for the
amounts presented in Schedule 1. The Company also asserts that Staff misinterpreted
Decision No. 54526 and that the CIAC that Decision directed not to be amortized refers to
additional advances to be converted to CIAC that are not included in Staff $76,247 CIAC
balance. Further the Company claims that these additional CIAC amounts pertain to the

Verde Village System that the City of Cottonwood condemned and that the CIAC
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associated with the Verde Village System would have been conveyed with the

condemnation.

Q. What is Staff’s response to the Company’s assertions regarding CIAC and
Accumulated Amortization of CIAC?

A. First, it appears that Staff and the Corﬁpany agree that the CIAC related to the Verde
Village System should not be included in rate base. Second, whether the CIAC balance
should reflect amortization is determined by the Commission Orders. = Staff has further
reviewed Decision Nos. 54526 and 70170 for the Company’s prior two rate cases and
concluded that Decision No. 54526 did not authorize amortization of CIAC; however,
Decision No. 70170 did authorize amortization.of CIAC. The latter authorization is
inferred by the adoption of Staff’s recommendations which included Staff’s depreciation
expenses. Staff Surrebuttal Schedule GTM-18 in that case shows that Staff deducted an
amount for the amortization of CIAC in its calculation of depreciation expense. Thus,
amortization of the $76,247 CIAC balance should have begun on the effective date of
rates in the prior rate case, but not before that date. Staff’s Surrebuttal reflects the

accumulation of amortization from March 2008 through the end of the test year.

Q. How did Staff calculate depreciation expense in Surrebuttal Schedule GTM-18 in the
prior rate case?

A. Schedule GTM-18 shows that Staff recommended $25,137 for depreciation expense. The
recommended depreciation expense represents a gross (prior to CIAC amortization)
depreciation of $30,063 reduced by $4,926 for the amortization of CIAC. The

amortization of CIAC is calculated using a composite rate of depreciation expense. The

" Docket No.W-02060A-07-0256 (February 28, 2008).




SN

O 00 3 N W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

Surrebuttal Testimony of Mary J. Rimback
Docket No. W-02060A-12-0356

Page 5

composite rate is the depreciation expense for the test year divided by the amount of

depreciable plant in the test year.

What adjustment does Staff recommend for CIAC and Accumulated Ameortization
of CIAC?

Staff recommends the CIAC balance adopted in Decision No. 70170 of $76,247 and an
accumulated amortization of CIAC balance adjusted upward from $0 in Direct Testimony
to $18,710. The accumulated amortization balance is based on the composite rate of
depreciation expense for each annual period from March 1, 2008, through the end of the
test year December 31, 2011, as shown in Surrebuttal Schedule MJR-9. Amortization of
CIAC in the test year of $3,514 is deducted from depreciation expense as shown in

Surrebuttal Schedule MJR-16.

Real Property included in Rate Base

Q.

Did the Company’s Rebuttal Testimony propose to revise from its original
application the amount of real property it is proposing to include in rate base?

Yes. The Company’s original filing proposed including $35,665 for Land and Land
Rights. Staff removed this amount entirely because the investment pertains to a parcel of
land that is not used and useful, and the Company’s Rebuttal position agrees with Staff’s
determination for that parcel. However, in Rebuttal the Company claims that its books
carry a balance of $85,599 for land, and therefore is requesting to include the $49,934
(885,599 - $35,665) balance in rate base.
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Q. What support did the Company provide for its revised land request?
A. The Company’s only support is Schedule 3 attached to the Rebuttal Testimony of
Company witness Mr. Matthew Rowell and a statement that this is a reasonable amount

considering that its wells and booster pumps are positioned on land.

Q. Does Staff consider the Company’s support for its land request adequate?

A. No. The Company should provide support showing the owner’s name, date(s), transaction
values, locations and dimensions of the claimed land along with an explanation of the
plant located on each parcel. Also if this land is for utility use, the Company should
explain why its Schedule 3 shows five sales transactions reducing the land account

balance.

Q. What does Staff recommend?
A. Staff continues to recommend disallowance of all amounts the Company requests for

including land in rate base

Bad Debt Expense

Q. Did the Company’s Rebuttal Testimony introduce a new request for bad debt
expense?

A. Yes, the Company in its Rebuttal Testimony is requesting $4,049 for bad debt expense -
all of which it recorded in October of 2011.

Q. What are Staff’s comments regarding bad debt expense?
A. Bad debt expense typically varies significantly from year to year for various reasons
including the variances in the consistency used by the Company to write-off receivables.

Thus, it 1s appropriate to review a multi-year history of bad debts to determine whether a
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normalized amount is more representative of the likely on-going amount versus the actual
test year amount. In response to Staff data request MIR 2-1, the Company provided
support to the following write-offs by year: 2007, $43; 2008, $1,488; 2009, $4,079 and
2010, $2,048 which Staff calculated as approximately 0.46 percent of revenue.
Accordingly, Staff concludes that normalizing bad debt expense at 0.46 percent of

revenues 1s appropriate.

Q. What does Staff recommend for bad debts expense?
A. Staff recommends $1,934 for test year bad debt expense, as shown in Surrebuttal Schedule
MJR-24 and recognition of a 0.46 percent bad debt rate in the gross revenue conversion

factor, as shown in Surrebuttal Schedule MJR-2.

Plant Disallowance
Q. Did Staff request the Company to provide support for all plant additions since the
end of the test year (December 31, 2006) in the prior rate case?

A. Yes, Staff requested invoices to support all amounts added to plant since test year 2006.

Q. Did the Company provide invoices to verify all of its plant additions from 2006
through the test year?
A. Not completely, the Company provided invoices for $97,600 of the $100,635 plant

additions in its application, a shortfall of $3,035.

Q. Did Staff’s recommended $11,818 disallowance its Direct Testimony include this
$3,035 shortfall?
A. Yes.
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Q. Does Exhibif 4 in the Company s Rebuttal Testimony represent the invoice for the
$3,035 shortfall as it claims?

A. No. Exhibit 4 attached to the Company’s Rebuttal Testimony is a copy of an invoice
amounting to $20,299. Handwritten on the invoice are the amounts: CLWC $6,766 and
BWC $13,533 indicating that $6,766 pertains to Cordes Lakes and $13,533 pertains to
Bemeil Water Company (Cordes Lakes and Berneil Water Company (“BWC”) have
common ownership). Neither of these amounts account for the $3,035 of missing invoices
for the claimed plant. The $6,766.67 charge to Cordes Lakes is not the missing $3,035,
and while Schedule 2 of the Company’s Rebuttal Testimony labels the amount of $13,533
for Invoice No. S1016897 as a missing amount, as noted above, the handwriting on the
invoice (Rebuttal Exhibit 4) indicates that the $13,533 amount is for BWC, not Cordes
Lakes.

Q. Does the Company have a written capitalization policy?

A. No. Staff asked the Company whether it had a written capitalization policy, and it replied
that it did not have a written capitalization policy. In response to Staff Data Request
MJR1-10, the Company gave the following explanation of its expense versus capitalized

method:

Almost all purchases are expensed or are considered section 179 property
for tax purposes. The decision is based upon how long the items are
expected to last. There is no written policy. During the test year a
replacement pump was expensed for $5,200.

Q. How did Staff interpret the Company statement regarding capitalization versus
expensing costs?
A. The Company’s response indicates to Staff that its dollar capitalization threshold is greater

than $5,200. However, absence of a written policy increases the potential for inconsistent
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application of the Company’s capitalization policy. The statement also implies that the
Company utilizes tax accounting versus the Commission authorized National Association
of Regulatory Utility Commissioners (“NARUC”) Uniform System of Accounts
(“USoA™).

Is the Company’s proposed capitalization as shown in Exhibit 5 of its Rebuttal
Testimony consistent with the explanation it provided Staff of its éapitalization
policy?

No. The Company’s explanation of its capitalization policy indicates that it expenses
instead of capitalizing amounts of $5,200 or less. Exhibit 5 shows the Company
capitalizing the much lower amount of $865. The Company apparently does not
consistently apply a capitalization policy, and its proposed capitalization of the costs as

shown on Schedule 2 of its Rebuttal Testimony is not supported by its policy.

What does Staff recommend regarding plant additions since the prior rate case?
Staff continues to recommend the $11,818 disallowance of plant that it recommended in
Direct Testimony. Staff also recommends that the Company adopt a written capitalization

policy.

Rate Case Expense

Q.

Did the Company newly propose an amount for rate case expense in its Rebuttal
Testimony?
Yes, the Company proposed to amortize $18,000 of rate case expense over three years,

i.e., $6,000 per year.
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Q. What does Staff recommend?

A. Staff recommends approval of the Company’s request to include $6,000 for annual rate
case expense as an amortization of $18,000 over three years, as shown in Surrebuttal
Schedule MJR-22. Staff also recommends that the Order specify that no rate case expense
from this case is to be included in rates in any future rate case.

Post Test Year Plant

Q. Did the Company’s Rebuttal Testimony increase plant, accumulated depreciation
and depreciation expense by amounts attributed to post-test year plant?

A. Yes, the Company proposes to include in rate base post-test year plant in the amount of
$16,324 ($7,680 for 2013.and $8,643 for 2012) and to increase accumulated depreciation

. by $2,641 and to increase depreciation expense by $1,560.

Q. Did the Company provide support for any of its requested post-test year plant?

A. No. The Company needs to provide documentation of its proposed post-test year plant
improvements for them to be considered in rates.

Q. What is Staff’s recommendation?

A. Staff recommends not including the Company’s proposed post-test year amounts in the
rate base or expenses without adequate documentation.

Accounting Expenses

Q. Does the Company request in its Rebuttal Testimony an increase operating expense
for outside accounting services?

A. Yes, the Company requests to increase by $6,340, from $3,660 to $10,000 its outside

accounting services expense.
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What is Staff’s recommendation as to the outside accounting services?

Staff recommends approval of the revised accounting services expense to $10,000 subject
to the Company submitting documentation of entering a contract for accounting services
prior to the date of the hearing in this rate proceeding, as shown in Surrebuttal Schedule

MIJR-23.

Purchased Power Expenses

Q.

Did the Company’s Rebuttal Testimony request a pro forma adjustment to increase
purchased power expense?

Yes, the Company requests a pro forma $917 increase in purchased power expense due to
changes in the charges the Commission authorized in its power provider (APS) in

Decision No. 73183.

Did the Company provide any support for the amount of its pro form request in its
Rebuttal Testimony?

No. While Staff supports the concept of recognizing a pro forma adjuétment for the
change in the rates charged by the Company’s power provider, the Company has not
provided calculations to support its $917 quantification of the impact on its purchased
power costs. Absent this support, Staff does not recommend adoption of this pro forma

request.

Revenue Requirement and Rate Design

Q.
A.

Did Staff update its rate design to reflect its Surrebuttal revenue requirement?

Yes.
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Q. Does Staff have any comments regarding the Company’s Rebuttal Testimony

pertaining to the issue of rate design?

A. Yes. The Company’s primary concern with Staff’s rate design is that it does not provide

the level of revenue stability the Company desires. To support its position the Company
notes that Staff assigned all of the revenue increase to the second and third commodity
rate tiers and the recommended rate design generates 41 percent of the revenue from the

monthly minimum charges and 59 percent from the commodity charges.

Staff’s assignment of the entire revenue increase to the commodity rates was a function of
the rélatively small revenue increase. Since Staff typically targets generating 30 percent
to 40 percent of the revenue from the minimum monthly charge, the 41 percent result is
consistent with providing adequate revenue stability. Since Staff’s Surrebuttal rate design
generates more revenue than its direct rate design, Staff is now recommending increases to
the monthly minimum charges for some meter sizes. In addition, Staff’s Surrebuttal rate
design reduces the break-over points to provide additional revenue stability. Staffs
Surrebuttal rate design generates 41.6 percent of the revenue from the minimum monthly
charges and 58.4 percent from the commodity rates. Staff’s recommended rates are shown
in Schedule MJR-24 and the typical bill analysis for %-inch meter customers is shown in

Schedule MJR-25.

Q. Does this conclude your testimony?

A. Yes, it does.
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CORDES LAKES WATER COMPANY ) Surrebuttal MJR-1
Docket No. W-02060A-12-0356 .
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REVENUE REQUIREMENT

A) (B)
COMPANY STAFF
LINE , ORIGINAL ORIGINAL
NO. ~ DESCRIPTION COST COST
1 Adjusted Rate Base . $ 496,789 $ 145,210
2 Adjusted Operating income (Loss)’ $ (17,373)  $ (3,363)
3 Current Rate of Return (L2/L1)° ” 0.00% -2.32%
4 Required Rate of Retum 8.00% 8.00%
5 Required Operating Income (L4 * L1)>* $ 37,000 $ 13,069
6 Operating Income Deficiency (L5 - L.2)° $ 68,000 $ 16,432
7. Gross Revenue Conversion Factor | None 1.2946
8 Required Revenue Increase (L7 * L6)° ' $ 77,006 [s 21,274 |
9  Adjusted Test Year Revenue 3 | 403,993 $ 420,536
10 Proposed Annual Revenue (L8 + L9)7 $ 498,366 $ 441 810
11 RequiredA increase in Revenue (%) 19.06% 5.06%

References: :
Column (A): Company Schedule B-1 Rate Base, Revised E-2 (9/24/2012) Income Statement
Column (B): Staff Schedule MJR-3 & MJR-11

" The Company's application (Schedule A-1) uses Net lhcome as Operating income.

% The Company's rate of return, as filed, is not a mathematical product of Operating Income
divided by rate base. ‘

® Rate base {$496,789) times ROR (8.0%) equals $39,743.

* The Company requests a $30,000 water loss repair surcharge and a $10,000 meter replacement
surcharge.

® The Company's amount is not mathematically correct. :
® The Company's amount is the total of Required Operating Income and both surcharges ($37,000 +
$30,000 + $10,000). However, the Company's request for a $30,000 water loss surcharge
only extends for two years and the $10,000 meter replacement surcharge only extends for three years.
7 Company's amount represents test year revenue ($403,993) plus adusted operating loss
($17,373) plus required operating income ($37,000) plus annual water loss surcharge ($30,000)
pluse annual meter replacement surcharge ($10,000).
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GROSS REVENUE CONVERSION FACTOR

LINE
NO,

@B N -

T ©®~

12
13
14
15
16
17

18
19
20
21

23

39
40
41
42
43

45
46

47
48
49
50
51
52

53

55
56

DESCRIPTION

Calculation of Gross Revenue Conversion Factor;

Revenue

Uncollecibie Factor (Line 11}

Revenues (L1-L2) - )

Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)
Subtotal (L3 - L4} .
Revenue Conversion Factor {L1/ L5}

Caiculation of Uncollectible Factor:

Unity

Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - L8)
Uncollectible Rate

Uncollectible Factor (L9 * L10 )

Calculation of Effective Tax Rate:

Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate

Federal Taxable income (L12 - L13)

Applicable Federal income Tax Rate (Line 53)

Effective Federal Income Tax Rate (L14 x L15)

Combined Federal and State Income Tax Rate (L13 +L16)

Calculation of Effective Property Tax Factor

Unity

Combined Federal and State Tax Rate (Line 17)

One Minus Combined income Tax Rate (L18 - L19)

Property Tax Factor (MJR-17, L24)

Effective Property Tax Factor (L 21°L 22)

Combined Federal and State Tax and Property Tax Rate (L17+.22)

Required Operating Income (Schedule MJR-1, Line 5)
AdjustedTest Year Operating Income (Loss) (Schedule MJR-11, Line 40)
Required increase in Operating Income (L24 - L.25)

income Taxes on Recommended Revenue (Col. (D), L52)
income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - 1.28)

Recommended Revenue Requirement (Schedule MJR-1, Line 10)
Uncollectible Rate (Line 10)

Uncollectible Expense on Recommended Revenue (L24 * L25)

Adjusted Test Year Uncollectible Expense

Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33)

Property Tax with Recornmended Revenue (MJR-17, L18)
Property Tax on Test Year Revenue (MJR-17, L 16)
Increasee in Property Tax Due to Increase in Revenue (MJR-17, 122)

Total Required Increase in Revenue (126 + L29 + 1.34+1.37)

Calcufation of Income Tax:

Revenue (Scheduie MJR-11, Col.(C), Line 5 & Sch. MJR-1, Col. (B}, Line 10)
Operating Expenses Excluding Income Taxes

Synchronized interest (L47)

Arizona Taxable Income (L36 - L317- L38)

Arizona State Income Tax Rate

Arizona Income Tax (L39 x L40)

Federal Taxable Income (L42- 1.43)
Federal Tax on First income Bracket ($1 - $50,000) @ 15%

Federal Tax on Second Income Bracket (350,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax -

Combined Federal and State income Tax (L44 + L51)

A

100.0000%
0.3638%
99.6362%
22.3951%
77.2412%
1.294647

100.0000%
20.8228%
79.0772%

0.4600%
0.3638%

100.0000%
6.9680%
93.0320%
15.0000%
13.9548%
20.9228%

100.0000%
20.9228%
79.0772%

1.8618%
1.4723%

Surrebuttal MJR-2

22.3851%

$ 13,069
3 (3,363)

3,458
: (890)

4 &

S aa1si0

0.4600%
2,032
1,934

© &

23,825
23,429

©¥ A

Test Year
420,536
424,789

@A &

6.9680%

(3.956)
(593)

RN A A R ]
i

Applicable Federal income Tax Rate {Col. (D), L51 - Col. (B), LS1] /1Col. {C), L45 - Col. (A), L45}

Calcufation of Interest Synchronization:

Rate Base (Schedule MJR-3, Col. (C), Line 17)
Weighted Average Cost of Debt

Synchronized Interest (L54 X L56)

$ 145,210
0.00%
$ -

—eeee

(4,253)

B8) ©
16,432
4,348
98
396
21,274 .
STAFF
Recommended
21274 $° 441,810
$ . 425283
s -
$ 16,527
6.9680%
(296) - '
$ 15,375
$ 2,306
$ -
$ -
$ o
$ -
593
890’

$

(0}

1,182

2,308
3,458

15.0000%



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356 -
Test Year Ended Decembgr 31‘ 2011

RATE BASE - ORIGINAL COST

LINE
NO.

WN

(o2 &) NN

-10

11

12

17

Piant in Service
Less: Accumulated Depreciation
Net Plant in Service

LESS:
Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization
Net CIAC
Advances in Aid of Construction (AIAC)
Customer Deposits
Deterred Income Tax Liabilites
ADD:
Unamortized Finance Charges
Deferred Tax Assets

I4

Working Capital

Original Cost Rate Base

References:

Column (A), Company Schedule B-1,
Column (B): Schedule MJR~4
Column (C): Column (A) + Column (B)

Surrebuttal MJR-3

(A) (B) (C)
COMPANY STAFF
AS STAFF AS
FILED ADJUSTMENTS REF  ADJUSTED
$ 601,634 $ 535,389 $ 1,137,023

139,712 755,284 894,996

§ 461822 $ (219,895 $ 242,027

$ . $ 76,247 $ 76,247

- 18,710 118,710

: 57,537 57,537

21,110 - 21,110

18,170 - 18,170
74,147 (74,147) -

$ 496,789 $ (351,579 . $ 145,210
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #1 - REMOVE NON-USED AND USEFUL LAND

Surrebuttal MUR - 5

(Al [B] [C]
Line COMPANY  STAFF STAFF
No. DESCRIPTION PROPOSED  ADJUSTMENTS  RECOMMENDED
1 Land ' $§ 35865 _§ (35,665) _$ -

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]

Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Surrebuttal MJUR-6

RATE BASE ADJUSTMENT #2 REINSTATE USED AND USEFULL PLANT

LINE
NO.

BWON -

Ui

(Al [B] [C]
COMPANY Decision No.
2006 Balance 70170
ACCT AS STAFF STAFF

NO. DESCRIPTION FILED | ABJUSTMENTS RECOMMENDED
311 Pumping Equipment $ 10,558 $ - $ 10,558

331 Transmission & Distribution Mains 9,444 562,940 572,384
333 Services - 19,350 19,350

347 Miscellaneous Equipment - : 582 582
Totals $ 20,002 % 582,872 $ 602,874

[Al: Company Schedule E-5 and Detail 11/8/2012
[B]: Col [C] - Col [A]
[C]:MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #3 NET PLANT ADDITIONS

LINE ACCT
NO. NO. DESCRIPTION
1 331 Transmission & Distribution Mains
2 334 Meters & Meter Installation
3 338 Other Plant & Misc. Equipment
4 340 Office Furniture & Equipment

w

Totals

[Al: Company Schedule E-5 and Detail provided 11/8/2012
[B]: Col [C] - Col [A]
[C1:MJR Testimony

Surrebuttal MUR-7

(Al ] [C]
COMPANY _
Additions STAFF STAFF
11/8/2012 ~ ADJUSTMENTS RECOMMENDED

$ 5,655 §$ 3,898 § 9,553
35,253 (16,025) - 19,228
5,166 1235 . 6,401
2,537 (926) - 1,611
$ 48,611 § (11,818) § 36,793




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #4 - ACCUMULATED DEPRECIATION

Surrebuttal MJR-8.

[A] (Bl [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Accumulated Depreciation $ 139,712 $ 755,284

$ 894,996 -

References:
Col [A]: Company Schedule B-1
Col [B]: Col [C] - Col [A]

- Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY Surrebuttal MJR-9
* Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #5 - CIAC AND ACCUMULATED AMORTIZATION OF CIAC

Al {8} IC]
LINE - COMPANY STAFF. STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Contributions in aid of construction $ - 3 76,247 % : 76,247
2 Accumulated Amortization of CIAC $ - $ 18,710 % 18,710

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]

Col [C]: Decision 70170



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #6 - WORKING CAPITAL ALLOWANCE

LINE
NO.
1

DESCRIPTION

Working Capital Allowance

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Coal [A]

Col [C}: MJR Testimony

Surrebuttal MJR-10

(A} (B] IC]
COMPANY STAFF . STAFF
PROPOSED  ADJUSTMENTS RECOMMENDED

$ 74147 $ (74,147) $ -



CORDES LAKES WATER COMPANY

Docket No. W-02060A-12-0356

Test Year Ended December 31, 2011

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED

DESCRIPTION

REVENUES:

Metered Water Sales
Received for Contract Labor
Miscellaneous Revenue
Total Operating Revenues

OPERATING EXPENSES:

Payroll

Contract Labor
Emplioyee Benefits
Purchased Power

Repairs and Maintenance

Office Supplies and Expense

Outside Sevices - Accounting

Outside Sevices - Billing Services

Outside Sevices - Computer Programming

Water Testing
Rents

Transportation Expenses
Insurance - General Liabifity
Insurance - Health and Life

Rate Case Expense

Regulatory Expense

Misc Expense - Permits

Misc Expenese - Travel

Misc. Expenses - Utilities except Electricity
Misc. Expenses - Bank Charges

Misc. Expenses - Payroll Services
Depreciation Expense

Payroll Taxes

Taxes other than income (Sales Tax)

Property Taxes

Income Tax
Interest Income
Interest Expense

Total Operating Expenses
Operating Income (Loss)

References:

Surrebuttal MJR-11

1AL 1B} ] )] [E]
COMPANY STAFF
ADJUSTED STAFF TEST YEAR STAFF
TEST YEAR TEST YEAR AS PROPOSED STAFF
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
$ 403,353 $ 9,003 $ 412,446 $ 21,274 $ 433,720
167,692 (167,692) - - Co-
640 7,450 ~ 8,080 - 8,090
$ 571,685 $ (151,749) ' § 420,536 $ 21,274 $ 441,810
$ 309,095 $ (167,692)  $ 141,403 $ - $ 141,403
10,312 - 10,312 - 10,312
29,422 - 29,422 - 29,422
31,723 - 31,723 - 31,723
12,650 1,012 13,662 - 13,662
14,491 - 14,491 - 14,491
3,660 6,340 10,000 - 10,000
24,118 . 24,118 - 24,118
3,511 - 3,511 - 3,511
1,806 4,052 . 5,858 - 5,858
28,150 - 28,150 - 28,150
8,995 - 8,995 - 8,995
33,033 - 33,033 - 33,033
14,936 - 14,936 - 14,936.
- 6,000 6,000 - 6,000
2,000 - 2,000 - 2,000
3,391 - 3,391 - 3,391
1,304 1,934 3,238 98 3,336
859 - 859 - 859
37,195 (22,162) 15,033 - 15,033
175 - 175 - 175
18,187 5242 23,429 396 23,825
45 (935) (890) 4,348 3,458
- 1,050 1,050 - 1,050
§ 589,058 $ (165,159) § 423899 § 4842 $ 428,741
3 (17373) % 14,010 $ (3,363) $ 16432 $ 13,069

Column (A): Company Revised Schedule E-2, 11/8/2012°

Column (B): Schedule Surrebuttai MJR-12
Column (C): Column (A) + Column (B)

Column (D): Surrebuttal Schedules MJR-1 and MJR-2

Colurn (E): Column (C) + Column (D)
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CORDES LAKES WATER COMPANY ‘ Surrebuttal MJR-13
Docket No. W-02060A-12-0356 '
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #1 - REMOVE NON-UTILITY REVENUES AND EXPENSES FOR CONTRACT LABOR

{A] . {B] iC)
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Coniract Labor Revenue $ 167,692 .. $ (167,682) $ -
2 Payroall $ 167,692 (167,692) $ -
3 Operating Income Affect 3 - 3 - $ -

References:

Col [A}: Company Schedeule E-2

Col [B]: Col [C] - Col [A]

Col [C}: MJR Testimony .



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #2 - NORMALIZATION OF REPAIRS & MAINTENANCE EXPENSES

Surrebuttal MJR-14

Al [B]

LINE . - COMPANY STAFF STAFF

NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Repairs & Maintenance ' $ 12,650 § 1012 ¢ 13,662
2 Repairs & Maintenance - Company's Test Year: 2011 $ 12,650
3 Repairs & Maintenance - 2010 Annual Stmt 17,221
4 Repairs & Maintenance - 2009 Annual Stmt . 11,116
5 Repairs & Maintenance expenses, past three years $ 40,987
6 Average Repair & Maintenance expense (line 5/3) $ 13,662

References:

Col [Al: Company Schedeuie C-1

Col [B]: Col [C] - Coi [A]

Col [C}: Normalized Repairs & Maintenance Expense Col [C] L6.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356

_ Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #3 - METERED REVENUE

LINE
NO. DESCRIPTION i
1 Metered Revenue

References:

Col [A]l: Company Schedule E-2 Revised 9/24/2012
Col [B}: Col[C] - Col [A)
Col [CT: MUR T_estimony

Bill Count Revenue

Surrebuttal MJR-15

3/4 inch Meter
1 inch Meter
2 inch Meter
Subtotal

“l c]
_ COMPANY o
e PROPQOSED— ABJUSTMENTS — RECOMMENDED
8403353 $ 412,446
$ 404,597
2,397
5,452



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #4 - DEPRECIATION EXPENSE

Surrebuttal MJR-16

Al 8] ]
tine ACCT Depreciable Projected
No. NO. DESCRIPTION AMOUNT Amount RATE EXPENSE
Plant In Service
1 301 Organization "3 - $ - 0.00% $ -
2 302 Franchises - - - 0.00% -
3 303 Land and Land Rights . - ’ - 0.00% N
4 304 Structures & Improvements 6,657 4,400 3.33% 147
5 305 Collecting & Impounding Reservoirs T - - 2.50% -
8 306 Lakes, Rivers, Other Intakes - - 2.50% -
7 307 Wells and Springs 167,348 151,979 3.33% 5,061
8 308 Infitration Galleries and Tunnels - . - 6.67% -
9 308  Supply Mains - - 2.00% -
10 310 Power Generation Equipment . - - 5.00% -
11 311 -Pumping Equipment 26,588 16,030 12.50% 2,004
12 320 Water Treatment Plant - - 3.33% -
13 330 Distribution Reservoirs & Standpipes 141,632 94 458 2.22% 2,097
14 331 Transmission & Distribution Mains 581,937 19,442 2.00% 389
18 333 Services 19,350 - 3.33% o~
16 334 Meters & Meter Installation 54,817 47,078 8.33% 3,922
17 335 Hydrants : - - 2.00% -
18 336 Backflow Prevention Devices - - 6.67% -
19 339 Other Piant & Misc. Equipment 60,550 60,550 6.67% 4,039
20 340 Office Furniture & Equipment 6,101 6,101 6.67% ’ 407
21 341 Transportation Equipment 71,461 . 2412 20.00% 482
22 342 Stores Equipment - - 4.00% -
23 343 Tools, Ship & Garage Equipment - - 5.00% -
24 344 Laboratory Equipment - - 10.00% -
25 345 Power QOperated Equipment - - 5.00% -
26 346 Communication Equipment ’ - . - 10.00% -
27 347 Miscellaneous Equipment 582 - 10.00% -
28 348 Other Tangible Plant - - 0.00% -
29 Subtotal General ) $ 1,137,023 $ 402,450 $ 18,547
30 Less: Non- depreciable Account(s) (L3) - - -
31 Depreciable Plant (L.29-L30) : $ 1,137,023 $ 402,450
Contributions-in-Aid-of-Construction (CIAC) Per
32 Decision No. 54526 (1/28/1985) - Not Amortized $ 76,247
33 Composite Depreciation/Amortization Rate 4.61%
34 Less: Amortization of CIAC (L.32 x L33) $ 3,514
38 Depreciation Expense - STAFF [Col. (C), L29 - L34] $ 15,033
Al [B] [C]

LINE COMPANY STAFF STAFF

NO. DESCRIPTION PROPOSED ADJUSTMENT RECOMMENDED
36 . Depreciation Expense $ 37,195 $ (22,162) $ 15,033

References:

Col [Al: MJR-4

Col [B}: Decision No. 70170 and updated Plant Schedules
Coi [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket Na. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #5 - PROPERTY TAXES

Surrebuttal MUR-17

24 Increase to Property Tax per Dollar Increase in Revenue (Line22/Line 23)

©) : .
LINE e _STAFE — STAFF
— 1 NO_JProperty Tax Calculation =~ -~ — AS ADJUSTED RECOMMENDED
1  Staff Adjusted Test Year Revenues - 2011 $ 420,536 $ 420,536
2 Weight Factor ’ 2 2
3  Subtotal (Line 1 * Line 2) 841,073 $ 841,073
4  Staff Recommended Revenue, Per Schedule MJR-1 420,536 $ 441,810
5  Subtotal (Line 4 + Line 5) 1,261,609 1,282,882
6  Number of Years 3 3
7  Three Year Average (Line 5 / Line 6) 420,536 427,627
8  Depariment of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 841,073 855,255
10 Plus: 10% of CWIP - - -
11 Less: Net Book Value of Licensed Vehlcles 2,171 2,171
12 Full Cash Value (Line § + Line 10 - Line 11) 838,902 . $ 853,084
13  Assessment Ratio’ 20.0% 20.0%
14 Assessment Value (Line 12 * Line 13) 167,780 $ 170,617
15 Composite Property Tax Rate 13.9638% 13.9638%
$ _
16  Staff Test Year Adjusted Property Tax (Line 14 * Line 15) 3 23,429 ‘
17 Company Proposed Property Tax 18,187
18  Staff Test Year Adjustment (Line 16-Line 17) 3 5242
19  Property Tax - Staff Recommended Revenue (Line 14 * Line 15) 3 23,825
20 Staff Test Year Adjusted Property Tax Expense (Line 16) $ 23,429
21 Increase in Property Tax Expense Due o Increase in Revenue Requirement $ 396
22 Increase to Property Tax Expense $ 396
23 Increase in Revenue Requirement 21,274

1.861840%



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #6 - TEST YEAR INCOME TAXES

. ' ' Al 8l
LINE _ : COMPANY STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS
1. Income Tax Expense A $ - 45 $ (935)

Pl

Surrebuttai MJR-18

[C]
STAFF
RECOMMENDED

$ (890)

References: )
Col {A]: Company Schedeule E-2 Revised 9/24/2012
Col [B]: Col [C] - Col [A] .

Col [C]: Schedule MJR-2, Line 43



CORDES LAKES WATER COMPANY Surrebuttal MUR-19
Docket No. W-02080A-12-0356 :
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #7 WATER TESTING

] A [B] [cl

LINE . COMPANY STAFF STAFF

NO. DESCRIPTION PROPQSED ADJUSTMENTS RECOMMENDED
1 Water Testing Expense $ 1,806 § 4052 % 5,858

References:

Col [A]: Company Schedule E-2
Col [BI: Coi [C]-Col [A]

Col [C]: Engineering Report



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #8 - NON-METERED REVENUE FEES

LINE

NO.

[6 0 NI SV (S

»

Surebuttal MJR-20

[A] [B] IC]
COMPANY
PROPOSED STAFF STAFF
DESCRIPTION 9/24/2012 ADJUSTMENTS RECOMMENDED
Misc Income Net $ 640 $ (640) $ -
Establishment - $ 6,825 6,825
Reconnection - $ 1,045 1,045
After Hours Reconnection - $ 150 150
Re-Establishment - $ 70 70
[ $ 640 $ 7,450 $ 8,090 ]
COMPANY
Revised
8/17/2012
Misc Income Net $ -
Establishment 6,825
Reconnection 1,045
After Hours Reconnection 150
Re-Establishment 70

~—

References:

Col [Al: Company Schedeule A-2 (B)

Col [B]: Col [C] - Col [A]

Col [C]: Scheduie Column A plus Column B




CORDES LAKES WATER COMPANY Surrebuttal MJR-21
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #9 - INTEREST ON CUSTOMER DEPOSITS

[A] (B] €l
LINE
. ) COMBANY STAFF STAFF
NO. DESCRIPTION PROPOSED © ADJUSTMENTS RECOMMENDED
1 Interest on Customer Deposits $ - $ 1,050 $ 1050
References:

Col [A]: Company Schedeule A-2 (B)
Col [B]: Col [C] - Cal [A]
Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-020680A-12-0356-
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #10 - RATE CASE EXPENSE

{Al
LINE
: COMPANY
NO. DESCRIPTION PROPOSED
1 Rate Case Expense $ -
References:

Col [A]: Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony

Surre.buttal MJR-22

(8] [C]

STAFF ' STAFF
ADJUSTMENTS ~ RECOMMENDED

$ 6,000 "~ $ 8,000



CORDES LAKES WATER COMPANY
Docket No. W-020604-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #11 - OUTSIDE ACCOUNTING SERVICES

[A]
LINE
COMPANY
NO. DESCRIPTION PROPCSED
1 Outside Sevices - Accounting $ 3,660
References:

Col [Al: Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony

(8]
STAFF

ADJUSTMENTS

$ 6,340

Surrebuttal MJUR-23

[C]
: STAFF
RECOMMENDED
$ 10,000




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #12 - BAD DEBT EXPENSE

[A]
LINE
COMPANY
NO. DESCRIPTION PROPOSED
1 Misc. Expense - Bank Charges $ . 1,304
2 Bad Debt Expense -
3 Total $ 1,304
$ 43 Write-off in 2007
' 1,488 Write-off in 2008
4,079 Write-off in 2009
2,048 Write-off in 2010
$ 7,658
4.00 Years.
$ 1,914
3 420,536 Test Year Revenue
0.46% Average write-off rate
References:

Col [A]: Company Schedule E-2
Col [B}: Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony

(B
STAFF

ADJUSTMENTS

$ -
b 1,934
b 1,934

[lenles

Surrebuttal MJR-24

[€
STAFF
RECOMMENDED
$ 1,304
1,934
$ 3,238




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Monthly Usage Charge

5/8" x 3/4" Meter

3/4" Meter
1" Meter
1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter
8" Meter
10" Meter
12" Meter

Gallons Included in Minimum

Commodity Rate Charge

3/4" Meter

Company
Ter 1
Tier 2
Tier3
Staff
Tier 1
Tier 2
Tier 3

1" Meter
Company
Tier 1
Tier 2
Staff

Tiet 1
Tier 2

13%" Meter
Company
Tier 1

Tier 2
Staff

Tier 1

Tier 2

2" Meter
Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

3" Meter
Company
Tier 1
Tier 2
Staff
Tier 1
Tier 2

4" Meter
Campany
Tier 1
Tier 2
Staff
Tier 1
Tier 2

6" Meter’
Company
Tier 1
Tier 2
Staif

Tier 4
Tier 2

From 0 to 3,000 gailons
From 3,001 to 8,000 gallons
Over 8,000 gallons

From O o 3,000 gailons

From 3,001 to 8,000 galions
Qver 8,000 gallons

From 0 to 18,000 gailons
Over 18,000 gallons

From Q to 10,000 gallons
Over 10,000 galions

From 0 to 43,500 gallons
Over 43,500 galions

From O to 17,000 gallons
Over 17,000 gallons

From 0 to 75,000 galions
Over 75,000 galions

From O to 26,000 galions
Qver 26,000 galions

From 0 to 160,000 galions
Over 160,000 gallons

From O to 50,000 gailons
Over 50,000 galions

From 0 to 280,000 gallons
Over 280,000 gailons

From 0 to 75,000 gallons
Over 75,000 galions

From Q to 530,000 gallons
Over 530,000 gallons

From 0 to 150,000 gallons

Over 150,000 gallons

Surrebuttal- MJR-25

Page 1 0f 2

Present -Proposed Rates-
Rates Company Staff
NIA N/A N/A
11.00 § 1350 $ 11.50
19.50 24.50 20.00
39.00 48,75 39.00
62.50 78.00 62.50
125.00 156.00 125.00
220.00 275.00 182.50
390.00 485.00 385.00
N/A N/A N/A
N/A N/A TONA
N/A N/A N/A
Q 0 0
2.80 3.30
4.30 '5.25
5.00 6.00
2.80
4,20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
430 5.25
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
-~ 645
4.30 5.25
5.00 6.00
4.20
6.45



MJR-25

Page 2 of 2
Service Meter
Service Line and Meter Instaliation Charges . Line Installation Total
5/8" x 3/4" Meter . NT NT N/T - N NT
- 3/4" Meter ’ 520.00 same as Staff 426.00 198.00 624.00
B 1" Meter : . 610.00 Same as Staff 486.00 246.00 732.00
1%" Meter 855.00 Same as Staff 528.00 498.00 1,026.00
2" Meter ' 1,515.00 same as Staff 720.00 1,098.00 1,818.00
3" Meter 2,195.00 Same as Staff 930.00 | - 1,764.00 2,684.00
4" Meter 3,360.00 Same as Staff 1,332.00 2,700.00 4,032.00
6" Meter 6,115.00 same as Staff 2,000.00 5,350.00 7,350.00
> Service Charges .
Establishment $25.00 $30.00 $30.00
Estabtishment (After Hours) . $35.00 $40.00 NT
Reconnection (Delinquent) $15.00 $20.00 $20.00
Reconnection (Delinquent) After Hours $25.00 $30.00 NT
NSF Check $12.50 $15.00 $15.00
Meter Re-Read (If Correct) . $10.00 $12.00 $12.00
Meter Test (If Correct) ) $25.00 $30.00 $30.00
Deferred Payment (per Month) 1.5% 1.5% -
Deposit Amount . - . v *
Deposit interest * * >
Re-Estabiishment (Within 12 Months) - > il
Late Fee (per Month) 1.5% 1.5% il
Road Cutting or Boring’ Cost Cost Cost
After Hours Service Charge (Customer Request) NIT NIT $35.00
. NT = No Tariff
Monthly Service Charge for Fire Sprinkler
4" or Smaller $0.00 $0.00 i
e" R 0.00 0.00 s
8" 0.00 0.00 i ’
10" 0.00 0.00 —-
Larger than 10" ) 0.00 0.00 il

* Per Commission Rules (R14-2-403.B)
= Months off system times the minimum (R14-2-403.D)
++ 1,5% on the unpaid balance per month
w2 00% of Monthily Minimum for a Comparable Sized Meter Connection,
but no less than $10.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356 Surrebuttal MJR-26
Test Year Ended December 31, 2011

General Service 3/4 - Inch Meter

Average Number of Customers: 1,291
Present Proposed > Dollar Percent
Company Proposed Gallons Rates Rates  Increase Increase
Average Usage ' T 4,169 32442 $29.54 $5.11 20.92%
Median Usage 3,088 $19.78 $23.86 $4.08 20.65%

, Present & Proposed Rates (Without Taxes)
General Service 3/4 - inch Meter

Company
Gallons Present  Proposed % %
Consumption _ Rates Rates Increase Increase
0 $11.00 $13.50 22.73% 4.55%
1,000 . 13.80 16.80 21.74% 3.62%
2,000 : 16.80 20.10 21.08% . 3.01%
3,000 19.40 23.40 20.62% 2.58%
4,000 23.70 28.65 20.89% 1.69%
5,000 28.00 33.90 21.07% 1.07%
6,000 32.3¢ 3915 21.21% 0.62%
7,000 36.60 44.40 21.31% 0.27%
8,000 40.80 49.65 21.39% 0.00%
9,000 i 45.90 55.65 21.24% 3.16%
10,000 i 50.90 61.65 21.12% 5.70%
15,000 75.90 9165 . 20.75% 13.37%
20,000 : 100.90 - 121.65 20.56% 17.24%
25,000 125.90 151.65 20.45% . 19.58%
50,000 250.90 301.65 20.23% 24.27%
75,000 . 375.90 451.685 20.15% 25.84%
100,000 500.80 601.65 20.11% 26.63%
125,000 625.90 751.65 20.09% 27.10%
150,000 750.90 901.65 20.08% 27.42%
175,000 875.90 1,051.85 20.07% 27.64%
200,000 1,000.90 1,201.65 20.06% 27.81%
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EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY
DOCKET NO. W-02060A-12-0356

The Surrebuttal Testimony of Staff witness Mary J. Rimback addresses the issues of rate
base, operating income, revenue requirement, and rate design for Cordes Lakes Water Company
(“Cordes Lakes” or “Company”).

The Company’s Rebuttal Testimony requests an increase in revenue of $50,372 (11.95
percent) increase over test year revenue of $420,536. The total annual revenue of $470,807
produces operating income of $23,508 for a 10.55 percent rate of return on fair value rate base
(“FVRB”). which is also its original cost rate basis (“OCRB”) of $222,825. The Company’s
Rebuttal Testimony withdrawals the request for surcharges made in its original rate application.

The Utilities Division (“Staff”) recommends total operating revenue of $441,810, a $21,274
(5.06 percent) increase over the $420,536 Staff-adjusted test year revenue, to provide a $13,069
operating income and a 9.0 percent rate of return on the $145,210 Staff-adjusted FVRB and
OCRB. Staff’s Surrebuttal revenue requirement represents a $13,072 increase from its Direct
Testimony. Staff recommended rates would increase the typical 5/8 x %-inch meter residential
water bill with median usage of $3,088 by $0.49 (2.48 percent) from $19.78 to $20.27.
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1L

INTRODUCTION

Please state your name, occupation, and business address.

My name is Mary J. Rimback; I am a Public Utilities Analyst Arizona Corpoi‘ation
Commission (“ACC” or “Commission”) in the Utilities Division (“Staff”). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

Are you the same Mary J. Rimback who previously submitted Direct Testimony in
this case?

Yes, I am.

How is your testimony organized?
My testimony is presented in four sections. Section I is this introduction. Section II
provides the purpose of the testimony. Section III is a summary of recommendations.

Section IV presents Staff’s response to the Rebuttal Testimony of Mr. Matthew Rowell.

PURPOSE OF SURREBUTTAL TESTIMONY

What is the purpose of your Surrebuttal Testimony in this proceeding?

The purpose of my Surrebuttal Testimony in this proceeding is to respond to the Rebuttal
Testimony of Cordes Lakes Water Company (“Cordes Lakes” or “Company”) witness Mr.
Matthew Rowell and to present Staff’s Surrebuttal position regarding rate base, operating

income, revenue requirement and rate design issues.
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Q. Do you attempt to address every issue raised by the Company in its Rebuttal
Testimony? |

A. No, my silence on any particular issue raised in the Company’s Rebuttal Testimony does
not indicate that Staff agrees with the Company’s rebuttal position on that issue. Irely on

my Direct Testimony unless modified by this Surrebuttal Testimony.

Q. What issues will you address?

A. My Surrebuttal Testimony addresses the following issues presented in Rebuttal Testimony

of Mr. Rowell:

1) Contributions in Aid of Construction (“CIAC”) balance and CIAC amortization
2) Real property included in rate base

3) Bad debt expense

4) Staff’s plant disallowance

5) Rate Case Expense

6) Post Test Year Plant

7 Accounting Expenses

8) Purchased Power Expenses

9 Revenue Requirement and Rate Design

III. SUMMARY OF RECOMMENDATIONS

Q. What Rebuttal revenue requirement is the Company proposing?

A. The Company’s Rebuttal Testimony is requesting total operating revenue of $470,807, a
$50,271 or an 11.95 percent increase over test year revenue of $420,536, to provide a

$23,508 operating income and a 10.55 percent rate of return on a proposed $222,825 fair
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Iv.

value rate base (“FVRB”) which is also the Company-proposed original cost rate base

(CCOCRB”)'

Please provide a summary of Staff’s Surrebuttal recommendations.

The Staff’s Surrebuttal revenué requirement of $441,810 represents an increase of $21,274
or 5.06 percént over test year revenue of $420,536 to provide a $13,069 operating income
and a 9.00 percent rate of return on a proposed $145,210 fair value rate base (“FVRB”).
Staff’s Surrebuttal revenue requirement represents a $13,072 increase from its Direct
Testimony. Staff’s recommended rates would increase the typical 5/8 x 3/4-inch meter
residential water bill with median usage of 3,088 gallons by $0.49 (2.48 percent), from
$19.78 to $20.27.

RESPONSE TO REBUTTAL TESTIMONY OF MATTHEW ROWELL

CIAC Balance and Accumulated Amortization of CIAC

Q.

What is the Company proposing for CIAC and Accumulated Amortization of CIAC
in its Rebuttal?

The Company’s Rebuttal proposes $92,754 for CIAC and $53,720 for Accumulated
Amortization of CIAC resulting in a $39,034 Net CIAC balance. The Company presents
Schedule 1 that list CIAC and CIAC amortizations for the period beginning in 1999 and
continuing through to December 31, 2012. The Company provided no support for the

amounts presented in Schedule 1. The Company also asserts that Staff misinterpreted

\ Decision No. 54526 and that the CIAC that Decision directed not to be amortized refers to

additional advances to be converted to CIAC that are not included in Staff $76,247 CIAC
balance. Further the Company claims that these additional CIAC amounts pertain to the

Verde Village System that the City of Cottonwood condemned and that the CIAC
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associated with the Verde Village System would have been conveyed with the

condemnation.

Q. What is Staff’s response to the Company’s assertions regarding CIAC and

Accumulated Amortization of CIAC?

A. First, it appears that Staff and the Company agree that the CIAC related to the Verde

Village System should not be included in rate base. Second, whether the CIAC balance
should reflect amortization is determined by the Commission Orders. . Staff has further
reviewed Decision Nos. 54526 and 70170' for the Company’s prior two rate cases and
concluded that Decision No. 54526 did not authorize amortization of CIAC; however,
Decision No. 70170 did authorize amortization .of CIAC. The latter authorization is
inferred by the adoption of Staff’s recommendations which included Staff’s depreciation
expenses. Staff Surrebuttal Schedule GTM-18 in that case shows that Staff deducted an
amount for the amortization of CIAC in its calculation of depreciation expense. Thus,
amortization of the $76,247 CIAC balance should have begun on the effective date of
rates in the prior rate case, but not before that date. Staff’s Surrebuttal reflects the

accumulation of amortization from March 2008 through the end of the test year.

Q. How did Staff caiculate depreciation expense in Surrebuttal Schedule GTM-18 in the
prior rate case?

A. Schedule GTM-18 shows that Staff recommended $25,137 for depreciation expense. The
recommended depreciation expense represents a gross (prior to CIAC amortization)
depreciation of $30,063 reduced by $4,926 for the amortization of CIAC. The

amortization of CIAC is calculated using a composite rate of depreciation expense. The

! Docket No.W-02060A-07-0256 (February 28, 2008).
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composite rate is the depreciation expense for the test year divided by the amount of

depreciable plant in the test year.

What adjustment does Staff recommend for CIAC and Accumulated Amortization
of CIAC?

Staff recommends the CIAC balance adopted in Decision No. 70170 of $76,247 and an
accumulated amortization of CIAC balance adjusted upward from $0 in Direct Testimony
to $18,710. The accumulated amortization balance is based on the composite rate of
depreciation expense for each annual period from March 1, 2008, through the end of the
test year December 31, 2011, as shown in Surrebuttal Schedule MJR-9. Amortization of
CIAC in the test year of $3,514 is deducted from depreciation expense as shown in

Surrebuttal Schedule MJR-16.

Real Property included in Rate Base

Q.

Did the Company’s Rebuttal Testimony propose to revise from its original
application the amount of real property it is proposing to include in rate base?

Yes. The Company’s original filing proposed including $35,665 for Land and Land
Rights. Staff removed this amount entirely because the investment pertains to a parcel of
land that is not used and useful, and the Company’s Rebuttal position agrees with Staff’s
determination for that parcel. However, in Rebuttal the Company claims that its books
carry a balance of $85,599 for land, and therefore is requesting to include the $49,934
(885,599 - $35,665) balance in rate base.
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Q. What support did the Company provide for its revised land request?

A. The Company’s only support is Schedule 3 attached to the Rebuttal Testimony of
Company witness Mr. Matthew Rowell and a statement that this is a reasonable amount
considering that its wells and booster pumps are positioned on land.

Q. Does Staff consider the Company’s support for its land request adequate?

A. No. The Company should provide support showing the owner’s name, date(s), transaction
values, locations and dimensions of the claimed land along with an explanation of the
plant located on each parcel. Also if this land is for utility use, the Company should
explain why its Schedule 3 shows five sales transactions reducing the land account
balance.

Q. What does Staff recommend?

A. Staff continues to recommend disallowance of all amounts the Company requests for
including land in rate base

Bad Debt Expense

Q. Did the Company’s Rebuttal Testimony introduce a new request for bad debt
expense?

A. Yes, the Company in its Rebuttal Testimony is requesting $4,049 for bad debt expense -
all of which it recorded in October of 2011.

Q. What are Staff’s comments regarding bad debt expense?

A. Bad debt expense typically varies significantly from year to year for various reasons

including the variances in the consistency used by the Company to write-off receivables.

Thus, it is appropriate to review a multi-year history of bad debts to determine whether a
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normalized amount is more representative of the likely on-going amount versus the actual
test year amount. In response to Staff data request MJR 2-1, the Company provided
support to the following write-offs by year: 2007, $43; 2008, $1,488; 2009, $4,079 and
2010, $2,048 which Staff calculated as approximately 0.46 percent of revenue.
Accordingly, Staff concludes that normalizing bad debt expense at 0.46 percent of

revenues is appropriate.

Q. What does Staff recommend for bad debts expense?

A. Staff recommends $1,934 for test year bad debt expense, as shown in Surrebuttal Schedule
MJR-24 and recognition of a 0.46 percent bad debt rate in the gross revenue conversion
factor, as shown in Surrebuttal Schedule MJR-2.

Plant Disallowance

Q. Did Sfaff request the Company to provide support for all plant additions since the
end of the test year (December 31, 2006) in the prior rate case?

A. Yes, Staff requested invoices to support all amounts added to plant since test .year 2006.

Q. Did the Company provide invoices to verify all of its plant additions from 2006
through the test year?

A. Not completely, the Company provided invoices for $97,600 of the $100,635 plant
additions in its application, a shortfall of $3,035.

Q. Did Staff’s recommended $11,818 disallowance its Direct Testimony include this
$3,035 shortfall?

A. Yes.
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Q. Does Exhibit 4 in the Company s Rebuttal Testimony represent the invoice for the
$3,035 shortfall as it claims?

A. No. Exhibit 4 attached to the Company’s Rebuttal Testimony is a copy of an invoice
amounting to $20,299. Handwritten on the invoice are the amounts: CLWC $6,766 and
BWC §13,533 indicating that $6,766 pertains to Cordes Lakes and $13,533 pertains to
Berneil Water Company (Cordes Lakes and Berneil Water Company (“BWC”) have
common ownership). Neither of these amounts account for the $3,035 of missing invoices
for the claimed plant. The $6,766.67 charge to Cordes Lakes is not the missing $3,035,
and while Schedule 2 of the Company’s Rebuttal Testimony labels the amount of $13,533
for Invoice No. S1016897 as a missing amount, as noted above, the handwriting on the
invoice (Rebuttal Exhibit 4) indicates that the $13,533 amount is for BWC, not Cordes
Lakes.

Q. Does the Company have a written capitalization policy?

A. No. Staff asked the Company whether it had a written capitalization policy, and it replied
that it did not have a written capitalization policy. In response to Staff Data Request
MIR1-10, the Company gave the following explanation of its expense versus capitalized

method:

Almost all purchases are expensed or are considered section 179 property
for tax purposes. The decision is based upon how long the items are
expected to last. There is no written policy. During the test year a
replacement pump was expensed for $5,200.

Q. How did Staff interpret the Company statement regarding capitalization versus
expensing costs?
A, The Company’s response indicates to Staff that its dollar capitalization threshold is greater

than $5,200. However, absence of a written policy increases the potential for inconsistent
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application of the Company’s capitalization policy. The statement also implies that the
Company utilizes tax accounting versus the Commission authorized National Association
of Regulatory Utility Commissioners (“NARUC”) Uniform System of Accounts
(“USoA”).

Is the Company’s proposed capitalization as shown in Exhibit 5 of its Rebuttal
Testimony consistent with the explanation it provided Staff of its éapitalization
policy?

No. The Company’s explanation of its capitalization policy indicates that it expenses
instead of capitalizing amounts of $5,200 or less. Exhibit 5 shows the Company
capitalizing the much lower amount of $865. The Company apparently does not
consistently apply a capitalization policy, and its proposed capitalization of the costs as

shown on Schedule 2 of its Rebuttal Testimony is not supported by its policy.

What does Staff recommend regarding plant additions since the prior rate case?
Staff continues to recommend the $11,818 disallowance of plant that it recommended in
Direct Testimony. Staff also recommends that the Company adopt a written capitalization

policy.

Rate Case Expense

Did the Company newly propose an amount for rate case expense in its Rebuttal
Testimony?
Yes, the Company proposed to amortize $18,000 of rate case expense over three years,

i.e., $6,000 per year.
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What does Staff recommend?

Staff recommends approval of the Company’s request to include $6,000 for annual rate
case expense as an amortization of $18,000 over three years, as shown in Surrebuttal
Schedule MJR-22. Staff also recommends that the Order specify that no rate case expense

from this case is to be included in rates in any future rate case.

Post Test Year Plant

Q. Did the Company’s Rebuttal Testimony increase plant, accumulated depreciation
and depreciation expense by amounts attributed to post-test year plant?

A. Yes, the Company proposes to include in rate base post-test year plant in the amount of
$16,324 ($7,680 for 2013.and $8,643 for 2012) and to increase accumulated depreciation
by $2,641 and to increase depreciation expense by $1,560.-

Q. Did the Company provide support for any of its requested post-test year plant?

A. No. The Company needs to provide documentation of its proposed post-test year plant
improvements for them to be considered in rates.

Q. What is Staff’s recommendation?

A. Staff recommends not including the Company’s proposed post-test year amounts in the
rate base or expenses without adequate documentation.

Accounting Expenses

Q. Does the Company request in its Rebuttal Testimony an increase operating expense
for outside accounting services?

A. Yes, the Company requests to increase by $6,340, from $3,660 to $10,000 its outside

accounting services expense.
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What is Staff’s recommendation as to the outside accounting services?

Staff recommends approval of the revised accounting services expense to $10,000 subject
to the Company submitting documentation of entering a contract for accounting services
prior to the date of the hearing in this rate proceeding, as shown in Surrebuttal Schedule

MIJR-23.

Purchased Power Expenses

Q.

Did the Company’s Rebuttal Testimony request a pro forma adjustment to increase
purchased power expense?

Yes, the Company requests a pro forma $917 increase in purchased power expense due to
changes in the charges the Commission authorized in its power provider (APS) in

Decision No. 73183.

Did the Company provide any support for the amount of its pro form request in its
Rebuttal Testimony?

No. While Staff supports the concept of recognizing a pro forma adjuétment for the
change in the rates charged by the Company’s power provider, the Company has not
provided calculations to support its $917 quantification of the impact on its purchased
power costs. Absent this support, Staff does not recommend adoption of this pro forma

request.

Revenue Requirement and Rate Design

Q.
A.

Did Staff update its rate design to reflect its Surrebuttal revenue requirement?

Yes.
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Q. Does Staff have any comments regarding the Company’s Rebuttal Testimony

pertaining te the issue of rate design?

A. Yes. The Company’s primary concern with Staff’s rate design is that it does not provide

the level of revenue stability the Company desires. To support its position the Company
notes that Staff assigned all of the revenue increase to the second and third commodity
rate tiers and the recommended rate design generates 41 percent of the revenue from the

monthly minimum charges and 59 percent from the commodity charges.

Staff’s assignment of the entire revenue increase to the commodity rates was a function of
the relatively small revenue increase. Since Staff typically targets generating 30 percent
to 40 percent of the revenue from the minimum monthly charge, the 41 percent result is
consistent with providing adequate revenue stability. Since Staff’s Surrebuttal rate design
generates more revenue than its direct rate design, Staff is now recommending increases to
the monthly minimum charges for some meter sizes. In addition, Staff’s Surrebuttal rate
design reduces the break-over points to provide additional revenue stability. Staff’s
Surrebuttal rate design generates 41.6 percent of the revenue from the minimum monthly
charges and 58.4 percent from the commodity rates. Staff’s recommended rates are shown
in Schedule MJR-24 and the typical bill analysis for ¥%-inch meter customers is shown in

Schedule MJR-25.

Q. Does this conclude your testimony?

A. Yes, it does.
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REVENUE REQUIREMENT

(A) (B)
COMPANY STAFF

LINE : ORIGINAL ORIGINAL
NO. - DESCRIPTION COST COST

1 Adjusted Rate Base | $ 496,789 $ 145,210

2 Adjusted Operating Income (Loss)1 $ (17,373) 3 (3,363)

3 Current Rate of Return (L2 / L‘l)2 | ” 0.00% -2.32%

4 Required Rate of Return 8.00% 9.00%

5 Required Operating Income (L4 * L1)** $ 37,000 $ 13,069

6 Operating Income Deficiency (L5 - L2)° 3 68,000 $ 16,432

7. Gross Revenue Conversion Factor | None 1.2946

8 Required Revenue Increase '(L? *L6)° » $ 77,006 [$ 21,2741

9 Adjusted Test Year Revenue $ .403,993 $ 420,536 |

10 Proposed Annual Revenue (L8 + L9)7 $ 498,366 $ 441,810 |
11 Required- Increase in Revenue (%) 19.06% 5.06%

References: :
Column (A). Company Schedule B-1 Rate Base, Revised E-2 (9/24/2012) Income Statement
Column (B): Staff Schedule MJR-3 & MJR-11

' The Company's application (Schedule A-1) uses Net Income as Operating Income.

2 The Company's rate of return, as filed, is not a mathematical product of Operating Income
divided by rate base.

® Rate base ($496,789) times ROR (8.0%) equals $39,743. :

* The Company requests a $30,000 water loss repair surcharge and a $10,000 meter replacement
surcharge.

% The Company's amount is not mathematically correct. ,

® The Company's amount is the total of Required Operating Income and both surcharges (837,000 + -
$30,000 + $10,000). However, the Company's request for a $30,000 water loss surcharge
only extends for two years and the $10,000 meter replacement surcharge only extends for three years.

7 Company's amount represents test year revenue ($403,993) plus adusted operating loss
($17,373) plus required operating income ($37,000) plus annual water loss surcharge ($30,000)
pluse annual meter replacement surcharge ($10,000).
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GROSS REVENUE CONVERSION FACTOR

LINE
NO.
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DESCRIPTION

Calculation of Gross Revenue Conversion Factor:
Revenue

Uncollecible Factor {Line 11)

Revenues (L1-L2) -

Combined Federal and State Tax Rate (f.ine 17) + Property Tax Factor (Line 22)

Subtotal (L3 - L4)
Revenue Conversion Factor {L.1/L5)

Cafculation of Uncollectible Factor.

Unity

Combined Federal and State Tax Rate (Line 17)
One Minus Combined income Tax Rate (L7-18)
Uncollectible Rate

Uncollectible Factor (L9 *L10)

Calculation of Effective Tax Rate:

Operating Income Before Taxes (Arizona Taxable Income}
Arizona State income Tax Rate

Federal Taxable income (L12 - L13)

Applicable Federal Income Tax Rate (Line 53)

Effective Federal income Tax Rate (L14 x L15)

Combined Federal and State Income Tax Rate (L13 +L16)

Calculation of Effective Property Tax Factor

Unity

Combined Federal and State Tax Rate (Line 17)

One Minus Combined Income Tax Rate (L18 - L19)

Property Tax Factor (MJR-17, L 24}

Effective Property Tax Factor (L 21 * L 22)

Combined Federal and State Tax and Property Tax Rate (L17+122)

Required Operating Income (Schedule MJR-1, Line 5)
AdjustedTest Year Operating Incame {Loss) (Schedule MJR-11, Line 40)
Required increase in Operating Income {L.24 - L25)

Income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for income Taxes (L27 - L28)

Recommended Revenue Requirement (Schedule MJR-1, Line 10)
Uncollectibie Rate (Line 10)

Uncollectible Expense on Recommended Revenue (L24 * L25)

Adjusted Test Year Uncollectible Expense

Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33)

Property Tax with Recornmended Revenue (MJR-17, L19)
Property Tax on Test Year Revenue (MJR-17, L 16)
Increasee in Property Tax Due to Increase in Revenue (MJR-17, L22)

Total Required Increase in Revenue (L26 + L29 + L34+L37)

Calculation of jncome Tax:

Revenue (Schedule MJR-11, Col.(C), Line 5 & Sch. MJR-1, Col. (B), Line 10}
Operating Expenses Excluding Income Taxes

Synchronized interest (L47)

Arizona Taxable Income (L36 - L317- L38)

Arizona State Income Tax Rate

Arizona Income Tax (1.39 x L40)

Federal Taxable income (L42- L43)

Federal Tax on First income Bracket ($1 - $50,000) @ 15%

Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federaf Tax on Third income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal income Tax -

Combined Federal and State income Tax (L44 + L51)

Applicable Federal Income Tax Rate [Col. (D), L51- Col. (B), L51] /[Col. {C), L45 - Col. {A), L45]

Calculation of interest Synchronization;
Rate Base (Schedule MJR-3, Col. (C), Line 17)

Weighted Average Cost of Debt
Synchronized Interest (L54 X L56)

Surrebuttal MJR-2

A ® © ®

100.0000%
0.3638%
99.6362%
22.3951%
77.2412%
1.294647

100.0000%
20.9228%
79.0772%

0.4600%
0.3638%

100.0000%
6.9680%
93.0320%
15.0000%
13.9548%
20.9228%

100.0000%

20.8228%

79.0772%

1.8618%

1.4723%
22.3851%

$ 13,069
3 (3,363)

$ 16,432

3,458

) (890)
$ 4,348

A &

$ 441,810
0.4600%

2,032

1,934

“

23,825
23,429

© A

37w

STAFF
Recommended
420,536 21274 §° 441810
424,789 $ 425,283

- 3 _
(4,253) _ 3 16,527
6.9680% 6.9680%
$ (296) ’ $ 1,152
15,375
2,306

Test Year

©® il o &
<+

(3.956)
(593)

R B )
.
¥ B W

3 593

15.0000%

$ 145,210
0.00%




CORDES LAKES WATER COMPANY
Docket No.. W-02060A-12-0356
Test Year Ended December 31, 201 1

RATE BASE - ORIGINAL COST

Surrebuttal MJR-3

Column (A), Company Schedule B-1,
Column (B): Schedule MJR-4
Column (C): Column (A) + Column (B)

A) B (C)
COMPANY STAFF
LINE AS STAFF AS
NO. FILED ADJUSTMENTS REF ADJUSTED
1 Plantin Service : $ 601,634 $ 535,389 $ 1,137,023
2 Less: Accumulated Depreciation ' 138,712 755,284 894,996
3 Net Plant in Service 3 461,922 $°  (219,895) $ 242,027
LESS:
4 Contributions in Aid of Construction (CIAC) $ - $ 76,247 $ 78,247
5 Less: Accumulated Amortization - 18,710 18,710
8 Net CIAC - 57,537 57,537
7 Advances in Aid of Construction (AIAC) 21,110 - 21,110
8 Customer Deposits 18,170 - 18,170
9 Deterred Income Tax Liabilites - - -
ADD:
.10 Unamortized Finance Charges - - -
11 Deferred Tax Assets - ~ -
12 Working Capital 74,147 (74,147) -
17 Original Cost Rate Base $ 496,789 3 (351,579) 3 145,210
References:
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #1 - REMOVE NON-USED AND USEFUL LAND

Surrebuttal MUR - 5

(Al [B] [€]
Line COMPANY  STAFF STAFF
No. DESCRIPTION PROPOSED  ADJUSTMENTS  RECOMMENDED
1 Land - $ 35665 _§ (35,665) _$ -

References:

Col [A]l: Company Schedeule B-1
Col [B}: Col [C] - Col [A]

Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY Surrebuttal MUR-6
Docket No. W-02060A-12-0356 .
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #2 REINSTATE USED AND USEFULL PLANT

[Al [B] [C]
COMPANY Decision No.
: 2006 Balance 70170
LINE ACCT AS STAFF STAFF
NO. NO. DESCRIPTION - FILED | ADJUSTMENTS RECOMMENDED
1 311 Pumping Equipment $ 10,558 $ - $ 10,558
2 331 Transmission & Distribution Mains ' 9,444 i 562,940 572,384
3 333 Services - 19,350 19,350
4 347 Miscellaneous Equipment - : 582 582
5 Totals $ 20,002 % 582,872 $ 602,874

[A]: Company Schedule E-5 and Detail 11/8/2012

[Bl: Col [C] - Col [A]
[C]:MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #3 NET PLANT ADDITIONS

LINE ACCT
NO. NO. DESCRIPTION
1 331  Transmission & Distribution Mains
2 334 Meters & Meter installation
3 339 Other Plant & Misc. Equipment
4 340 Office Furniture & Equipment
5 Totals

[A): Company Schedule E-5 and Detail provided 11/8/2012
[B]: Col [C] - Col [A]
[CI:MJR Testimony

Surrebuttal MUR-7

[Al {B] [€]
COMPANY _
Additions STAFF STAFF
11/8/2012 ADJUSTMENTS RECOMMENDED

$ 5855 §$ 3,808 3% 9,553
35,253 (16,025) 19,228
5,166 1,235 . 6,401
2,537 (9286) . 1,611
3 48611 $ (11,818) § 36,793




CORDES LAKES WATER COMPANY Surrebuttal MJR-8.
Docket No. W-02060A-12-0356 ‘
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #4 - ACCUMULATED DEPRECIATION

[Al _ [B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Accumulated Depreciation $ 139,712 $ 755,284 3 894 996 -

References:

~ Col [Al: Company Schedule B-1
Col [B]: Col [C] - Col [A]

- Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #5 - CIAC AND ACCUMULATED AMORTIZATION OF CIAC

LINE
NO.
1

2

DESCRIPTION
Contributions in aid of construction

Accumulated Amortization of CIAC

References:

Col [A]: Company Schedeuie B-1
Col [B]: Col[C] - Col [A]

Col {C]: Decision 70170

Surrebuttal MJR-9

[A] [B] [c]

COMPANY STAFF. STAFF

PROPOSED ADJUSTMENTS RECOMMENDED
- 3 76,247 $ : 76,247
- $ - 18,710 $ 18,710




CORDES LLAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #6 - WORKING CAPITAL ALLOWANCE

LINE
NO.
1

DESCRIPTION

Working Capital Allowance

References:

Col [Al: Company Schedeule B-1
Col [B]: Col [C] - Col [A]

Col [Cl: MJR Testimony

Surrebuttal MJR-10

[A} [B] [C]
COMPANY STAFF . STAFF
PROPOSED  ADJUSTMENTS RECOMMENDED

$ 74147 3 (74,147) § -



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356 .
Test Year Ended December 31, 2011

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED

1
2
3
4
5

DESCRIPTION

REVENUES:

Metered Water Saies
Received for Contract Labor
Miscellaneous Revenue
Total Operating Revenues

OPERATING EXPENSES:

Payroll
Contract Labor
Emplloyee Benefits
Purchased Power
Repairs and Maintenance
Office Supplies and Expense
Outside Sevices - Accounting
Outside Sevices - Billing Services
Outside Sevices - Computer Programming
Water Testing .
Rents
Transporiation Expenses
Insurance - General Liabifity
Insurance - Health and Life
Rate Case Expense
Regulatory Expense
Misc Expense - Permits
Misc Expenese - Travel
Misc. Expenses - Utilities except Electricity
Misc. Expenses - Bank Charges
Misc. Expenses - Payroll Services
Depreciation Expense
Payroll Taxes .
Taxes other than income (Sales Tax)
Property Taxes
income Tax

Interest income

Interest Expense

Total Operating Expenses
Operating Income (L.oss)

References:

Surrebuttal MJR-11

Al [B] [C] (o) [E]
COMPANY STAFF
ADJUSTED STAFF TEST YEAR STAFF
TEST YEAR TEST YEAR AS PROPOSED STAFF
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
$ 403,353 $ 9,003 $ 412448  § 21,274 $ 433,720
167,692 (167,692) - - S
840 7,450 " 8,080 - 8,090
$ 571,685 $ (151,149) $§ 420,538 & 21,274 $ 441,310
$ 309,095 $ (167,692) $ 141403  § - $ 141,403
10,312 - 10,312 - 10,312
29,422 - 29,422 - . 29,422
31,723 - 31,723 - 31,723
12,650 1,012 13,662 - 13,662
14,491 - 14,491 - 14,494
3,660 6,340 10,000 - 10,000
24,118 . 24,118 - 24,118
3,511 - 3,511 - 3,514
1,806 4,052 5,858 - 5,858
28,150 - 28,150 - 28,150
8,995 - 8,995 - 8,995
33,033 - 33,033 - 33,033
14,936 - 14,936 - 14,936.
- 6,000 6,000 - 6,000
2,000 - 2,000 - 2,000
3,391 - 3,391 - 3,391
1,304 1,824 3,238 o8 3,336
859 - 859 - 859
37,195 (22,162) 15,033 - 15,033
175 - 175 - 175
18,187 5,242 23,429 396 23,825
45 (935) (890) 4,348 s 3,458
- 1,050 1,050 - 1,050
$__ 589,058 3 (185159) & 423898 §  4.842 3 428,741
5 (17,373) % 14,010 3 (3363) § 16432 5 13,069

Column (A): Company Revised Schedule E-2, 11/8/2012°

Column (B): Scheduie Surrebuttal MJR-12

Column (C): Column (A) + Column (B)

Column (D): Surrebuttal Schedules MJR-1 and MJR-2

Column (E): Column (C) + Column (D)
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CORDES LAKES WATER COMPANY Surrebuttal MUR-13
Docket No. W-02060A-12-0356 ’
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #1 - REMOVE NON-UTILITY REVENUES AND EXPENSES FOR CONTRACT LABOR

[Al . [B] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Contract Labor Revenue $ 167,682.- § (167,682) $ -
2 Payroll $ 167,692 (167,692) $ -
3 Operating Income Affect 3 - $ - 3 N

References:

Col [A]: Company Schedeule E-2
Col [B]: Col [C] - Col [A]

Col [C: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #2 - NORMALIZATION OF REPAIRS & MAINTENANCE EXPENSES

LINE
NO.

1

AN

[&]

Surrebuttal MJR-14

[A]

: - COMPANY STAFF
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
Repairs & Maintenance ' $ 12,650 3 13,662
Repairs & Maintenance - Company's Test Year: 2011 $ 12,650
Repairs & Maintenance - 2010 Annual Stmt 17,221
Repairs & Maintenance - 2009 Annual Stmt . 11,116
Repairs & Maintenance expenses, past three years $ 40,987
Average Repair & Maintenance expense (line 5/3) $ 13,662

References:

Col [A]: Company Schedeule C-1

Col [B]: Col [C] - Cof [A]

Col [C): Normalized Repairs & Maintenance Expense Col [C] L6.



CORDES LAKES WATER COMPANY . ) Surrebuttal MJR-15
Docket No. W-02060A-12-0356 :
~ Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #3 - METERED REVENUE

Al [B] [C]

LINE ' COMPANY STAFF STAFF
NO. DESCRIPTION PROPQOSED ADJUSTMENTS RECOMMENDED
1 Metered Revenue ’ $ 403353 " 3 9,093 3 412,446
References:
Col [A}: Company Schedule E-2 Revised 9/24/2012
Col [B]:-Col [C] - Col [A] .
Cot [C}: MJR Testimony
Bill Count Revenue
3/4 inch Meter $ 404,587
1 inch Meter 2,397
2 inch Meter 5,452

Subtotal ) $ 412,448




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #4 - DEPRECIATION EXPENSE

Surrebuttal MJR-16

[A] [B] [C]
Line ACCT Depreciable Projected
No. NO. DESCRIPTION AMOUNT Amount RATE EXPENSE
Plant In Service
1 301  Organization ] - $ - 0.00% $ -
2 302 Franchises - - - 0.00% -
3 303 Land and Land Rights . - ’ - 0.00% -
4 304 Structures & Improvements 6,657 4,400 3.33% 147
5 305 Collecting & Impounding Reservoirs T - - 2.50% -
[ 306 Lakes, Rivers, Other Intakes' - - 2.50% -
7 307 Wells and Springs 167,348 151,979 3.33% 5,061
8 308 Infiltration Galleries and Tunnels - . - 6.67% -
9 309 Supply Mains - - 2.00% -
10 310 Power Generation Equipment - - - S.00% -
11 311 -Pumping Equipment 26,588 16,030 12.50% 2,004
12 320 Water Treatment Plant - - 3.33% -
13 330 Distribution Reservoirs & Standpipes 141,632 94 458 2.22% 2,097
14 331 Transmission & Distribution Mains 581,837 18,442 2.00% 389
15 333 Services 19,350 - 3.33% =
16 334 Meters & Meter Installation 54,817 47,078 8.33% 3,922
17 335 Hydrants - - 2.00% -
18 336 Backfiow Prevention Devices - - 6.67% -
19 339 Other Plant & Misc. Equipment 60,550 60,550 6.67% 4,039
20 340 Office Furniture & Equipment 6,101 8,101 6.67% ' 407
21 341 Transportation Equipment 71,461 . 2,412 20.00% 482
22 342 Stores Equipment - - 4.00% -
23 343 Tools, Ship & Garage Equipment - - 5.00% -
24 344 Laboratory Equipment oo- - 10.00% -
25 345 Power Operated Equipment - - 5.00% -
26 346 Communication Equipment ’ - - 10.00% -
27 347 Miscellaneous Equipment 582 - 10.00% -
28 348 Other Tangible Plant - - 0.00% -
28 Subtotal General $ 1,137,023 § 402,450 $ 18,547
30 Less: Non- depreciable Account(s) (L3) C- -
31 Depreciabie Plant (L29-L30) $ 1,137,023 $ 402,450
Contributions-in-Aid-of-Construction (CIAC) Per )
32 Decision No. 54526 (1/28/1985) - Not Amottized $ 76,247
33 Composite Depreciation/Amortization Rate 4.61%
34 Less: Amortization of CIAC (L32 x L33) $ 3,514
35 Depreciation Expense - STAFF [Col. (C), L29 - L34] $ 15,033
[A] {B] IC]

LINE COMPANY STAFF STAFF

NO. DESCRIPTION PROPOSED ADJUSTMENT RECOMMENDED
36 . Depreciation Expense $ 37,195 $ (22,162) $ 15,033

References:

Col [Al: MUR4

Col {B}: Decision No. 70170 and updated Plant Schedules
Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY Surrebuttal MJR-17
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #5 - PROPERTY TAXES

, . (C) .
LINE STAFF STAFF
NO. {Property Tax Calculation - ) AS ADJUSTED RECOMMENDED
1 Staff Adjusted Test Year Revenues - 2011 . $ 420,536 $ 420,536
2 Weight Factor ' 2 2
3  Subtotal (Line 1 * Line 2) 841,073 $ 841,073
4  Staff Recommended Revenue, Per Schedule MJR-1 ] 420,538 $ 441,810
5  Subtotal (Line 4 + Line 5) 1,261,609 1,282,882
6  Number of Years : 3 3
7  Three Year Average (Line 5/ Line 6) 420,536 427,627
8 Department of Revenue Mutilplier 2 ) 2
9 Revenue Base Value (Line 7 * Line 8) 841,073 855,255
10 Plus: 10% of CWIP - . - -
11 Less: Net Book Value of Licensed Vehicle 2,171 2,171
12 Full Cash Value (Line 9 + Line 10 - Line 11) 838,902 . 3 853,084
13 Assessment Ratio’ 20.0% 20.0%
14  Assessment Value (Line 12 * Line 13) 167,780 $ 170,617
15  Composite Property Tax Rate 13.9638% 13.9638%
$ -
16  Staff Test Year Adjusted Property Tax (Line 14 * Line 15) 3 23,429 '
17  Company Proposed Property Tax : 18,187
18  Staff Test Year Adjustment (Line 16-Line 17) $ 5242
18  Property Tax - Staff Recommended Revenue (Line 14 * Line 15) - 8 23,825
20 Staff Test Year Adjusted Property Tax Expense (Line 16) $ 23,429
21 Increase in Property Tax Expense Due to Increase in Revenue Requirement $ 396
22 Increase fo Property Tax Expense ’ $ 396
23 Increase in Revenue Requirement ) 21,274

24 Increase to Property Tax per Dollar Increase in Revenue (Line22/Line 23) 1.861840%




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #6 - TEST YEAR INCOME TAXES

e

Surrebutial MJR-18

. _ : [A] [B] {C]

LINE o COMPANY STAFF STAFF

NO. DESCRIPTION PROPOSED ADJUSTMENTS- RECOMMENDED
1 income Tax Expense ' $ - 45 $ (935) $ (890)

References:. )
Col [A]: Company Schedeule E-2 Revised 9/24/2012
Col [B]: Col [C] - Col [A]

Col [C]: Scheduie MJR-2, Line 43



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #7 WATER TESTING

LINE ~

NO.

1

DESCRIPTION

Water Testing E{pense

References:

Cot [A]: Company Schedule E-2
Col [B}: Cof [C] - Col [A]
Col [C}: Engineering Report

Surrebuttal MJR-19

(Al Bl [C]
COMPANY STAFF STAFF
PROPOSED  ADJUSTMENTS  RECOMMENDED

$ 1,806 _$ $ 5,858

4,052



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #8 - NON-METERED REVENUE FEES

LINE

NO.

G AW N -

»

Surebuttal MUR-20

[Al [B] [C]
COMPANY
PROPOSED STAFF STAFF
DESCRIFPTION 9/24/2012 ADJUSTMENTS RECOMMENDED
Misc Income Net $ 640 $ (640) $ -
Establishment - $ 6,825 T 6,825
Reconnection - $ 1,045 1,045
After Hours Reconnection - $ 150 150
Re-Establishment - $ 70 70
[ $ 640 $ 7450 . % 8,090 |
COMPANY
Revised
8/17/2012
Misc Income Net $ -
Establishment 6,825
Reconnection 1,045
After Hours Reconnection 150
Re-Establishment 70

Fag

References:

Col [A]: Company Schedeule A-2 (B)

Col [B]: Col [C] - Col [A]

Col [C]: Schedule Column A plus Column B




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Surrebuttal MJR-21

OPERATING INCOME ADJUSTMENT #9 - INTEREST ON CUSTOMER DEPOSITS

" [A] [B] [c]
LINE
i ' COMRANY STAFF STAFF
NO. DESCRIPTION PROPOSED ~ ADJUSTMENTS  RECOMMENDED
1 Interest on Customer Deposits $ - $ 1,050 $ 1,050
References:

Col [A]: Company Schedeule A-2 (B)
Col [B]: Col [C] - Col [A]
Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356-
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #10 - RATE CASE EXPENSE

(Al
LINE
. COMPANY
NO. DESCRIPTION PROPOSED
1 Rate Case Expense 3 -
References:

Col [Al; Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: MJR Surrebuital Testimony

Surrébuttal MJR-22

[B] [C]

STAFF ' STAFF
ADJUSTMENTS RECOMMENDED

_$ 6000 3 6000



CORDES LAKES WATER COMPANY
Docket No. W-02080A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #11 - OUTSIDE ACCOUNTING SERVICES

[A] (B]
LINE
COMPANY STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS
1 Outside Sevices - Accounting $ 3.680 $ 6,340
References:

Col [A]l: Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony

Surrebuttal MJR-23

[C]
: STAFF
RECOMMENDED
$ 10,000




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #12 - BAD DEBT EXPENSE

(Al
LINE
COMPANY
NO. DESCRIPTION PROPQOSED
1 Misc. Expense - Bank Charges $ - 1,304
2 Bad Debt Expense -
3 Total $ 1,304
3 43 Write-off in 2007
1,488 Write-off in 2008
4,079 Write-off in 2009
2,048 Write-off in 2010
3 7,658
4.00 Years.
$ 1,914
$ 420,536 Test Year Revenue
0.46% Average write-off rate
References;

Col [A]: Company Schedule E-2
Col [B): Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony

]
STAFF

ADJUSTMENTS

K

Surrebuttal MJR-24

[cl
STAFF
RECOMMENDED
$ 1,304
1,934
$ 3,238




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

Monthly Usage Charge

5/8" x 3/4" Meter

3/4" Meter
1" Meter
114" Meter
2" Meter
3" Meter
4" Meter
6" Meter
8" Meter
10" Meter
12" Meter

Gaiions Included in Minimum

Commodity Rate Charge

3/4" Meter

Company
Tier 1
Tier 2
Tier 3
Staff
Tier 1
Tier 2
Tier 3

1" Meter
Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

1%" Meter

Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

2" Meter
Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

3" Meter
Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

4" Meter
Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

6" Meter”
Company
Tier1
Tier 2
Staff

Tier 1
Tier 2

From 0 to 3,000 gallons
From 3,001 to 8,000 gallons
Over 8,000 galions

From Q to 3,000 gallons

From 3,001 to 8,000 gallons
Over 8,000 gailons

From 0 to 18,000 gailons
Over 18,000 gallons

From Q to 10,000 gallons
Over 10,000 gallons

From 0 to 43,500 gallons
Over 43,500 gallons

From 0 to 17,000 gailons
Over 17,000 gallons

From 0 to 75,000 gallons
Qver 75,000 galions -

From O to 26,000 gailons
Over 26,000 gailons

From 0O to 160,000 gallons
Over 160,000 galions

From 0 to 50,000 gatlons
Over 50,000 gallons

From 0 to 290,000 gailons
Qver 290,000 gallons

From O to 75,000 gallons
Over 75,000 galions

From © to 530,000 gallons
Over 530,000 galions

From 0 to 150,000 gailons

Over 150,000 gallons

Surrebuttal - MJR-25

Page 1 of 2

Present -Proposed Rates-
Rates Company Staff
N/A N/A N/A
11.00 § 13.50 11.50
19.50 24,50 20.00
38.00 48.75 39.00
62.50 78.00 62.50
126.00 156.00 125.00
220.00 275.00 182.50
390.00 485,00 385.00
N/A NIA N/A
N/A N/A N/A
N/A N/A N/A
0 0 0
2.80 3.30
4.30 '5.25
5.00 6.00
2.80
4.20
.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
6.45
4.30 5.28
5.00 6.00
4.20
6.45
4.30 5.25
5.00 6.00
4.20
§.45



MJR-25

Page 2 of 2
Service Meter
Service Line and Meter Installation Charges . Line Instaitation Total
5/8" x 3/4" Meter NIT N/T NIT - NIT N/T
3/4" Meter ’ 520.00 Same as Staff 426.00 198.00 624.00
h 1" Meter ' . 610.00 same as Staff 486.00 246.00 732.00
1%" Meter 855.00 Same as Staff 528.00 498.00 1,026.00
2" Meter ) 1,515.00 same as Staff 720.00 1,098.00 1,818.00
3" Meter 2,195.00 same as Staff 930.00 | - 1,764.00 2,654.00
4" Meter 3,360.00 same as Staff 1,332.00 2,700.00 4,032.00
6" Meter 6,115.00 Same as Staff 2,000.00 5,350.00 7,350.00
> Service Charges .
Estabiishment $25.00 $30.00 $30.00
Establishment (After Hours) . $35.00 $40.00 NT
Reconnection (Delinquent) $15.00 $20.00 $20.00
Reconnection (Delinquent) After Hours $25.00 $30.00 NT
NSF Check $12.50 $15.00 $15.00
Meter Re-Read (ff Correct) . $10.00 $12.00 $12.00
Meter Test (If Correct) . $25.00 $30.00 $30.00
Deferred Payment (per Month) 1.5% 1.5% il
Deposit Amount , - - v *
Deposit Interest v * >
Re-Estabiishment (Within 12 Months} - b -
Late Fee (per Month) 1.5% 1.5% -
Road Cutting or Boring” Cost Cost Cost
After Hours Service Charge (Customer Request) NT N/T $35.00
. NT = No Tariff
Monthly Service Charge for Fire Sprinkler
4" or Smaller $0.00 $0.00 b
6" . 0.00 0.00 el
8" 0.00 0.00 i ”
10" 0.00 0.00 il
Larger than 10" ' 0.00 0.00 il

* Per Commission Rules (R14-2-403.B)
** Months off system times the minimum (R14-2-403.D)
* 1.5% on the unpaid balance per month
e 2.00% of Manthiy Minimum for a Comparable Sized Meter Connection,
but no less than $10.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356 Surrebuttal MJR-26
Test Year Ended December 31, 2011

General Service 3/4 - Inch Meter

Average Number of Customers: 1,291
Present Proposed > Dollar Percent
Company Proposed Gallons Rates Rates  Increase Increase
Average Usage © 4,169 324 42 $29.54 $5.11 20.92%
Median Usage 3,088 $19.78 $23.86 $4.08 20.65%

Y Present & Proposed Rates (Without Taxes)
General Service 3/4 - inch Meter

Company
Gallons Present  Proposed % %
Consumption Rates Rates [ncrease Increase
0 $11.00 $13.50 22.73% 4.55%
1,000 ‘ 13.80 16.80 21.74% 3.62%
2,000 : 16.60 20.10 21.08% . 3.01%
3,000 19.40 23.40 20.62% 2.58%
4,000 23.70 28.65 20.89% 1.69%
5,000 28.00 33.90 21.07% 1.07%
8,000 32.30 3915 21.21% 0.62%
7,000 36.60 44 .40 21.31% 0.27%
8,000 40.90 49.65 21.39% 0.00%
9,000 _ 45.90 55.65 21.24% 3.16%
10,000 ’ 50.90 61.65 21.12% 5.70%
15,000 75.90 8185 | 20.75% 13.37%
20,000 100.90 121.65 20.56% 17.24%
25,000 125.90 151.65 20.45% 19.58%
- 50,000 250.90 301.85 20.23% 24.27%
75,000 . 375.90 451.85 20.15% 25.84%
100,000 500.90 601.65 20.11% 26.83%
125,000 625.90 751.65 20.09% 27.10%
150,000 750.90 901.65 20.08% 27.42%
175,000 875.90 1,051.85 20.07% 27.64%
200,000 1,000.90 1,201.65 20.06% 27.81%
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The Utilities Division (“Staff”) of the Arizona Corporation Commission (“Commission™) and
Cordes Lakes Water Company (“Company™) file this joint stipulation resolving several areas and
final schedules that reflect those resolutions.

Prior to the evidentiary portion of the proceeding on June 13, 2013, the Company and Staff, at
the suggestion of the Administrative Law Judge, entered into discussions to resolve certain issues that
had arisen based on the prefiled testimony in this docket. Following these discussions, the parties
indicated that they had reached a resolution on the issues which had arisen in the proceeding, and it
was indicated that after a brief continuance a Joint Stipulation which addresses the relevant issues
would be filed.

In summary, Staff and the Company agree to an increase in revenue of $27,182 (6.46 percent)
over test year revenue of $420,536. Test year revenues result in a loss of $6,213, and expenses of
$426,750. Staff and the Company agree to proposed revenues of $447,718 and expenses of $432,966
for an operating income of $14,752 and a 9.0 percent rate of return on stipulated FVRB and OCRB
of $163,913. This level of revenue provides an operating margin of 3.3%. Recommended rates
increase the typical 5 /8 x %-inch meter residential water bill with a median usage of 3,088 by $.90
(4.53 percent) from $19.78 to $20.67.

Dﬁring the hearing that commenced on June 13, 2013, Staff placed into the record, certain

areas of agreement between Staff and the Company. These areas are memorialized as follows:
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IV.

REVENUE REQUIREMENT AND RATE BASE.

A.

Post Test Year Plant: The Company and Staff agree to the inclusion into rate base of
$16,324.

Capitalization: Staff and the Company agree that Staff’s rate base adjustment no. 3
which originally totaled negative $11,818 will be negative $8,085 reflecting Staff’s

agreement to capitalize certain expenditures it previously considered to be expenses.

OPERATING INCOME STATEMENT.

A. Staff and the Company agree to Bad Debt of $2,528 and a 1.2965 gross revenue
conversion factor which includes an uncollectable component of 0.4745%.

B. Staff and the Company agree to an increase in Purchase Power Expense of $917 to
reflect the increase in APS’ rates.

C. Outside Services Accounting: Staff and the Company agree to an adjustment of $6,340
to reflect the Company’s procurement of outside accounting services.

RATE DESIGN

The Company and Staff agree to the rate design as reflected in the attached schedule.
COST OF CAPITAL.

A.

The Company and Staff agree to a return on equity of 9.0. The Company’s capital

structure is 100% equity.

FINANCING.

The Company has agreed to file an application for financing approval for certain

improvements relating to water loss, in 6 months from the date of a Commission order in this matter.
Staff and the Company agree that the Company may seek financing from a lender of its choice, on the
condition that any interest rate assessed would be within 2% of the interest rate assessed by the Water
Infrastructure Finance Authority. Staff and Company agree that the docket should be left open for the
inclusion of a surcharge sufficient to provide a 1.50 Debt Service Coverage Ratio (“DSC”), which

will be placed within the monthly minimum.
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VL CC&N EXTENSION.

Cordes Lakes is currently providing service to customers outside its Certificate of
Convenience and Necessity (“CC&N™) in the Southwest Quarter of the Northwest Quarter of Section
24, Township 11 North, Range 2 East of the Gila and Salt River Base and Meridian, Yavapai County,
Arizona. The Company agrees that it will file an application to extend its CC&N to include this area
within 180 days of the date of a decision in this matter
VII. ENGINEERING ISSUES. .

A. Staff recommends that the Company closely monitor its water system to ensure that
pump over-cycling does not occur due to inadequate pressure tank capacity. The
Company agrees that prior to filing its next rate case, it will review the sizing of its
pressure tanks and file, with the Commission’s Docket Control as a compliance item
in this docket, the results of its review including actions the Company plans to take to
prevent pump over-cycling.

B. The Company agrees that it will file with Docket Control, as a compliance item in this
docket and within 45 days of the effective date of a decision in this proceeding, at least
five BMPs in the form of tariffs that substantially conform to the templates created by
Staff for Commission’s review and consideration.

VIII. BOOKS AND RECORDS.
The Company agrees that it will keep its books and records in accordance with the National
Association of Regulatory Utility Commissioners Uniform System of Accounts.
The schedules reflecting the foregoing are attached.
RESPECTFULLY SUBMITTED this 8th day of July, 2013.

P

£ Robin B Mitch€ll, Attorney
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
(602) 542-3402

3




N eI - U R - L S B

NN NN NN NN N e e ek e e e e e
00 ~ O W A W N =, O O NN RV = O

Original and thirteen (13) copies
of the foregoing were filed this
8™ day of July, 2013 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copies of the foregoing were mailed
this 8" day of July, 2013 to:

Patrick J. Black, Esq.

FENNEMORE CRAIG, P.C.

2394 E. Camelback Road, Ste. 600

Phoenix, Arizona 85016-3429

Attorneys for Cordes Lakes Water Company

Neil Folkman

Cordes Lakes Water Company
2501 East Palo Verde
Phoenix, Arizona 85016

. i
~, m%&/ O/ [¥y S &\
PatrickJ.Black, Esq. !
FENNEMORE CRAIG, P.C.
2394 E. Camelback Road, Ste. 600
Phoenix, Arizona 85016-3429

Attorneys for Cordes Lakes Water Company
(602) 916-5000
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

SETTLEMENT TESTIMONY OF Mary J. Rimback

TABLE OF CONTENTS TO SCHEDULES MJR

SCH# TTLE

MJR 1 Revenue Reguirement .

MJR 2 Gross Revenue Conversion Factor

MJR 3 Rate Base - Original Cost

MJR 4 Summary of Original Cost Rate Base Adjustments

MJR 5 Rate Base Adjustment #1 - Remove Non-used and Useful Land

MJR 6 Rate Base Adjustment #2 - Reinstate Used and Useful Fully Depreciated Plant
MJR 7 Rate Base Adjustmant #3 - Net Plant Additions

MJR 8 Rate Base Adjustment #4 - Recalculation of Accumulated Depreciation

MJR 8 Rate Base Adjustment #5 - Recognition of CIAC & Accumulated Amortization of CIAC
MJR 10 Rate Base Adjustment #6 - Working Capital Allowance

MJR. 11 Rate Base Adjustment #7 - Post Test Year Plant ~

MJR 12 Summary of Income Statement - Test Year and Staff Recommended

MJR 13 Summary of Operating Income Adjustments - Test Year

MJR 14 Operating Adjustment #1 - Remove Non-Utility Revenues and Expenses for Contract Labar
MJR 15 Operating Adjustment #2 - Normalization of Repairs & Maintenance

MJR 16 Operating Adjustment #3 - Metered Revenues

MJR 17 Operating Adjustment #4 - Depreciation Expense

MJR 18 Operating Adjustment #5 - Property Tax Expense

MJR 19 Operating Adjustment #6 - Income Tax Expense

MJR 20 Operating Adjustment #7 - Water Testing Expense

MJR 21 Operating Adjusiment #8 - Unmetered Revenue

MJR 22 Operating Adjustment #9 - interest on Customer Deposits

MJR 23 Operating Adjustment #10 - Rate Case Expense

MJR 24 Operating Adjustment #11 - Qutside Accounting Services

MJR 25 Operating Adjustment #12 - Bad Debt Expense and Purchased Power

MJR 26 Operating Adjustment #13 - Purchased Power Expense

MJR 27 Rate Design

MJR 28 Typical Bill Analysis - 3/4-inch Meter



CORDES LAKES WATER COMPANY Settiement MJR-1
Docket No. W-02080A-12-0356.
Test Year Ended December 31, 2011

REVENUE REQUIREMENT ‘ ;

(A) (B)

. COMPANY STAFF
LINE . : ORIGINAL ORIGINAL
NO. DESCRIPTION COsT COST
1 Adjusted Rate Base 3 ' 496,788 $ 163,813
2 Adjusted Operating income (Loss)’ $ (17,373) 3 {6,213)
3 Current Rate of Return (L2 /L1)? - 0.00% _ -3_7é%
4 Required Rate of Retum - 8.00% -9.00%
& Required Operating income (L4 * L1)>* $ 57,000 $ 14,752
6 Operating income Deficiency (L5 - L2)5 $ 68,000 $ 20,885
7 Gross Revenue Conversion Factor - | ‘None 1.2965
8. Required Revenue Increase (L7 * L6)° $ 77,000
9 Adjusted Test Year Revenue . $ 403983 $ 420,536
10 Proposed Annual Revenue (L8 + Lsy ) 3 498,366 $ 447,718
11 Regquired Increase in Revenue (%) | 19.06% 6.46%

References:
Column (A): Company Schedule B-1 Rate Base, Revised E-2 (9/24/2012) income Statement

Column (B): Staif Schedule MJR-3 & MJR-12

' The Company's application (Schedule A-1) uses Net income as Operating Income.

2 The Company’s rate of return, as filed, is not & mathematical product of Operating Income
divided by rate base.
Rate'base ($496 789) times ROR (8.0%) equals $38,743.

4 The Company requests a $30,000 water loss repair surcharge and a $10,000 meter replacement
surcharge.

5 The Company's amount is not mathemaﬁcaﬂy correct.

® The Company's amount is the total of Required Operating income and both surcharges ($37,000 +
$30,000 + $10,000). However, the Company‘§ request for a $30,000 water los§ surcharge
only extends for two years and the $10,000 meter replacement surcharge only extends for three years.
7 Company's amount represents test year revenue ($403;993) plus adusted operating loss
($17,373) plus required operating income ($37,000) plus annual water loss surcharge ($30,000)
pluse annual meter replacement surcharge (310,000).




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

GROSS REVENUE CONVERSION FACTOR

LINE
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14
15
16
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25
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27
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35
36
37

38
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52
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DESCRIPTION

~

Calculation of Gross Revenue Conversion Facior;
Revenue

Uncaoliecible Factor {Line {1)

Revenues (L1 - L2)

Combined Federal and State Tax Rate (Line 1ﬂ + Property Tax Factor (Line 22)

Subtotal (L3 - L4)
Revenue Conversion Factor {{.1/L5)

Calcuiation of Uncolleciible Factor

Unity

Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate {L7- L8)
Uncollecfibie Rate

Uncoliectible Factar (L9 " L10 )

Calcutation of Effective Tax Rate:

QOperating income Before Taxes (Arizona Taxable income)
Arizona State Income Tax Rate

Federal Taxable income (L12 - L13)

Applicabie Federa! Income Tax Rate (Line 53)

Effective Federal Income Tax Rate (L.14 x L15)

Combined Federal and State income Tax Rate (L13 +.16)

Cailculation of Effective Property Tax Factor

Unity

Combined Federal and State Tax Rate (Line 17}

One Minus Combined income Tax Rate (L18 - L18)

Property Tax Factor (MJR-17, L24)

Effective Property Tax Factor (L 21 *L 22)

Combined Federal and State Tax and Property Tax Rate (L17+L22)

Renquired Operating Income (Schedule MJR-1, Line 5)
AdjustedTest Year Operating Income (Loss} (Schedule MJR-12, Line 40)
Required increase in Operating Income (L24 - L25)

lncome Taxes on Recommended Revenue (Cal. (D}, L52)
Income Taxes on Test Year Revenue {Co!l. (B}, L52)
Required Increase in Revenue to Provide for income Taxes {L27 - [ 28)

Recommended Revenue Requirement (Schedute MJR-1, Line 10)
tncollectible Rate (Line 10}

Uncoliectible Expense on Recommended Revenue (L24 * L25)

Adjusted Test Year Uncollectibie Expense

Required increase in Revenue to Provide for Uncollectible Exp. {L32 - L33)

Property Tax with Recommended Revenue (MJR-18, L19)
Property Tax on Test Year Revenue (MJR-18, L 16)
Increasee in Property Tax Due fo Increase in Revenue (MJR-18, 1L22)

Total Regquired increase in Revenue (L26 + 129 + [ 34+1.37)

Calculation of Income Tax;

Revernue <(Schedule MJR-12, Col.{C), Line § & Sch. MJR-1, Cal. {B), Line 10)

Operating Expenses Excluding Income Taxes

Synchronized interest (L47)

Arizona Taxable Income (L36 - L317- L38)

Arizona State income Tax Rate

Arizona Income Tax (L39 x L40)

Federal Taxabie Income (L42- L43)

Federal Tax on First income Bracket ($1 - $50,000) @ 15%

Federal Tax on Second Income Bracket ($50,001 - §75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth income Brackat ($100,001 - $335,000) @ 3%
Federal Tax on Fifth tncome Bracket ($335,001 -$10,000,000) @ 34%
Total Federal income Tax

Combined Federal and State income Tax (L44 + L51)

100.0000%
0.4745%
98.5255%
22.3851%
77.1304%
1.296505

100.0000%
20.8228%
78.0772%

0.6000%
0.4745%

100.0000%
6.9680%

.0320%
5.0000%
13.8548%
20.8228%

100.0000%
20.9228%
78.0772%

1.8618%
1.4723%

Settiement MJR-2

(B (C)

22.3251%

Appiicable Federal Income Tax Rate [Col. (D), L51 - Cal. (B), L51}/{Cal. {C), L45 - Col. (A), L45]

Calcutafion of jnterest Synchronization:
Rate Base (Schedule MJR-3, Col. (C), Line 17)

Weighted Average Cost of Debt
Synchronized Interest (L84 X L56)

$ 14,752
$ (8,213)
20,965
$ 3,903
$ (1,644)
5,547
$ 447,718
- 0.6000%
$ 2,686
$ 2,523
163
s 23,935
$ 23,429
508
27.182
STAFF
Test Year Recommended
S 420,538 27182 % 447,718
$ 428,394 $ 420,063
3 - $ -
$ (7.857) $ 18,655
6.9680% £.9680%
{847)
$ (7,310) 3 17,355
$ {1.0886) 3 2,603
$ - $ -
b - $ -
$ - 3 -
$ - $ -
3 {1,006
3 (1.644)
$ 163,913
0.00%

R

o)

1,300

2.803
3,803

15.0000%



CORDES LAKES WATER COMPANY Settiement MJR-3
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE - ORIGINAL COST

A) (8 (€
COMPANY STAFF
LINE : AS STAFF . .. AS
NO. FILED ADJUSTMENTS REF ADJUSTED
1 Plant in Service $ 661,834 $ 555,448 $ 1,157,080
2 less: Accumulated Depreciation 139,712 ’ 756,683 ' 896,385
Net Plant in Service $ 461,922 3 {201,238) 3 280,684
T LESS:
4 Contributions in Aid of Construction (CIAC) 3 - % 75,247 -8 76,247
5 Less: Accumulated Amortization - 18,755 18,755
6 Net CIAC - 57,492 57,482
7  Advances in Aid of Construction (AIAC) 21,110 - 21,110
8 Customer Deposits 18,170 - 18,170
9 Deterred Income Tax Liabilites - - -
ADD:
10  Unamortized Finance Charges - - -
11 Deferred Tax Assets - - . -
12 Working Capital 74,147 (74,147) -
17 Original Cost Rate Base $ 496,788 $ (332.876) 3 163,813

References:

Column (A}, Company Scheduie B-1,
Column (B): Schedule MJR-4

Column (C): Column {A) + Column (B)




CORDES LAKES WATER COMPANY
Docket No. W-02080A-12-0356
Tast Year Ended December 31, 2011

SUMMARY OF ORIGINAL GOST RATE BASE ADJUSTMENTS

LINE ACCT.
NO. NO, DESCRIPTION
PLANT IN SERVICE:
1
2 301 Organization
3 302 Franchises
4 303 Land and Land Rights
5 304 Structures & improvements
[ 308 Coliscling & Impounding Reservoirs
7 306 Lakes, Rivers, Other Intakes
8 307 Wells and Springs
9 308 Infiltration Galledes and Tunnels
10 308 Supply Mains
1" 310 Power Generalion Equipment
12 3 - Pumping Equlpment
13 320 Water Treatment Plant
14 330 Distribution Reservoirs & Standpipes
16 331
16 333
17 334 Meters & Meter Instatialion
18 335 Hydrants
19 338 Backitow Preveation Davices
20 339 Other Plant & Misc. Equipmant
21 340 Oftice Furnilurs & Equipmant
22 341 Transponation Equipment
23 342 Stores Equipment
24 343 Tools, Ship & Garage Equipment
25 344 Laboratory Equipmant
28 345 Power Operated Equipment
27 346 Communication Equipment
28 347 Miscellaneous Equipment
28 348 Other Tangible Plant
30
31
32 Add:
33 Post Test Year Plant
34 General Offics Plani Allocation
35 Less:
36
37
38
39 Tatgl Plant In Service
40  Less: Accumulated Depreciation
41
42 Net Plant In Service (159 - L 60)
43
44 LESS;
45  Gonlributions in Aid of Constructi {CIAC)

48 Lass: Accumulated Amoglization

47 Net CIAG {L25 - L28)

48 Advances in Ald of Construction (AIAC)
48 Gustamer Deposits

80 Deferred Tax Liabiliies

52 ADD:

63 Unamarlized Finance Charges
54 Daferred Tax Asssts

55  Working Capital

&7 Original Gost Rate Base

Settlement MJR-4

Al {8} [cl {0} 5] (F} ] {H] n
Rec & Ras Land Used & Useful Nel Pfant Additions Acc Depr Recognize CIAG Woaorking Capltal Post TY Plant STAFF
COMPANY ADJ#| ADJ #2 ADJ#3 ADJ #4 ADJ #5 ADJ #6 ADJ #7 ADJUSTED
AS FILED Ref: SchMIR-5] [ Ref, Sch MIR6 | [ _Ref, Sch MIR7 Ref; Sch MIR-8 Ref: SchMJR-8 | [RefSchMIR10] [Ref Sch MIR-1 1]

$ . ] - ] - $ - $ - § - § - $ -

35,665 (35,685) - - . N . .
6,657 - - - - - - 6,667
167,348 - - - - - - 167,348
26,588 - - - - - - 18,324 . 42,812
141,632 - B - - - - 141,632
15,099 - £62,840 3,898 - B - 581,937
- - 18,350 - - - - 19,350
70,842 - - (12,262) - - - 58,550
59315 - - 1.235 - - - 80,550
7,027 - - (926) - . - 6,101
71.461 - - - - - - 71,481
. - 582 - - - 582
601,634 (35 6685) 582,872 (8.085) B B - 16,324 1,157,080
s 601,634 H (35665)  § 582,872 $ (8.085) § - ] - 5 - $ 16,324 § 1,157,080
139,712 - - - 756,683 - - - 895,395

A 481922 § (3565 % 587872 3 (8,085) 3 (756 683) 8 - 3 . 3 16,324 § 260684

$ - $ - s - 3 - $ - [ 76.247 $ - 5 - $ 76,247
. . - - - 18,155 - - _ 18,756
T B B B B 57,492 - - §7.492
21,110 - . - - - - - 21,110
18,170 - - - - - - - 18,170

‘74,147 - - . - - (74,147) - _

§ 496,780 § (35665) ¢ 582872  §_ (8,085 _§ (756683) _§ (57402) § (74,147} $ 16,324 3 163,913




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #1 - REMOVE NON-USED AND USEFUL LAND |

Settlement MJR - 5

: Al B] [
Line COMPANY STAFF STAFF
No. DESCRIPTION PROPQSED ADJUSTMENTS RECOMMENDED
k| Land $ 35,665 $ (35,665) $ -

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col {A]

Col [C]: MJR Testimony




CORDES LAKES WATER COMPANY . Settlement MJR-6
- Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

'RATE BASE ADJUSTMENT #2 REINSTATE USED AND USEFULL PLANT

Al 8] [C]
. COMPANY Decision No.
2006 Balance 70170

LINE ACCT AS STAFF STAFF

NO. NO. DESCRIPTION FILED ADJUSTMENTS RECOMMENDED
1 311 Pumping Equipment $ 10,558 $ - $ 10,558
2 331 Transmission & Distribution Mains 9,444 562,840 ‘ 572,384
3 333 Services - 19,350 19,350
4 347 Misceltaneous Equipment - 582 . 582
5 Totals $ 20,002 $ 582,872 § 602,874

[Al: Company Scheduie E-5 and Detail 11/8/2012
[B]: Col [C] - Coal [A]
[CI:MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #3 NET PLANT ADDITIONS

LINE ACCT
NO. NO.
1 331
2 334
3 339
4 340
5

[Al: Company Schedule E-5 and Detail provided 11/8/2012

DESCRIPTION
Transmission & Distribution Mains
Meters & Meter installation
Other Plant & Misc, Equipment
Office Furniture & Equipment

-~ Totals

[B): Col [C] - Col [A]
[CI:MJR Testimony

1

Setilement MJR-7

(Al [B] I€]
COMPANY
Additions STAFF STAFF
11/8/2012  ADJUSTMENTS RECOMMENDED
$ 5655 § 3,898 § 9,553
35,253 (12,292) 22,961
5,166 1,235 6,401
2,537 (926) 1,611
$ 48611 § (8.085) § 40,526




CORDES LAKES WATER COMPANY Settiement MJR-8
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #4 - ACCUMULATED DEPRECIATION

[A] {B] [C
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Accumutated Depreciation $ 139,712 3 756,683 3 896,385

References:

Col [A]: Company Schedule B-1
Col [B]: Col [C] - Col [A]

Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #5 ~ CIAC AND ACCUMULATED AMORTIZATION OF CIAC

LINE
NO.

1

2

DESCRIPTION
Contributions in aid of construction

Accumulated Amortization of CIAC

References: .

Col [Al: Company Schedeule B-1
Col [B]: Col [C] - Coi [A]

Col [C}: Decision 70170

Settiement MJR-9

Al [B] L
COMPANY _ STAFF STAFF
PROPOSED  ADJUSTMENTS RECOMMENDED

- $ 76,247 8 76,047
- s 18755 18,755




CORDES LAKES WATER COMPANY
Docket No. W-02080A-12-0356
Test Year Ended December 31, 2011

RATE BASE ADJUSTMENT #6 - WORKING CAPITAL ALLOWANCE

LINE
NO.
1

ADJUSTMENTS RECOMMENDED

B8]
STAFF

Settlement MUR-10

IC]
STAFF

[A]
COMPANY
} DESCRIPTION PROPOSED
Working Capital Allowance 3 74,147

$

(74,147)

8

References:

Col [A]: Company Schedeule B-1
Col [B]: Col [C} - Col [A]
Col [C}: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A~12-0356
Test Year Ended Decamber 31, 2011

RATE BASE ADJUSTMENT #7 - POST TEST YEAR PLANT

LINE
NO.
1

2

DESCRIPTION

311 Pumping Equipment
Accumulated Depreciation—Application

References:

Col [A]: Company Schedeuie B-1
Col [B] Company Testimony

Col [C]: Col [A] + Col {B}

Settlement MJR-11

[A] _[B] [C]
COMPANY STAFF STAFF
PROPOSED  ADJUSTMENTS RECOMMENDED

$ 26588 $ 18,324 $42.812
$0 $0 $0



CORDES LAKES WATER COMPANY
Docket Nc. W-02080A-12-0356
Test Year Ended December 31, 2011

QOPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED

1
2
3
4
5

€
7
8

¥
DESCRIPTION

REVENUES:

Metered Water Saies
Received for Conwract Labor
Miscellaneous Revenue
Total Operating Revenues

OPERATING EXPENSES:

Payroll
Contract Labor
Emplioyee Benefits
Purchased Power
Repairs and Maintenance
Office Suppiies and Expense
Outside Sevices - Accounting
Outside Sevices - Billing Services
Outside Sevices - Computer Programming
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
insurance - Health and Life
Rate Case Expense
Regulatory Expense
Misc Expense - Permits
Misc Expenese - Travel
Misc. Expenses - Utilities except Electricity
Misc. Expenses - Bank Charges
Misc. Expenses - Payrolt Services
Depreciation Expense
Payroll Taxes
Taxes other than income (Sales Tax)
Property Taxes
tncome Tax

interest income

interest Expense

Total Operating Expenses
Operating Income (Loss)

References:

Settlement MJR-12

Al 81 IC] ] [E]
COMPANY STAFF
ADJUSTED STAFF TEST YEAR STAFF
TEST YEAR TEST YEAR AS . PROPOSED STAFF
AS FILED ADJUSTMENTS ~ ADJUSTED CHANGES ~ RECOMMENDED
$ 403383 5 9093 § 412446 5 27182  § 439,628
167,692 {167,692) - - -
640 7,450 8.090 - 8,080
§ 571885 5 (151,149 § 420538 § 27,82 § 47,718
§ 308095 5 (167502) 3 141403 § - $ 141,403
10,312 - 10,312 - 10,312
29,422 - 29,422 - 29,422
31,723 017 32,640 - 32,640
12,650 1,012 13,662 - 13,662
14,491 - 14,491 - 14,491
3,660 6.340 10,000 - 10,000
24,118 - 24,118 - 24,118
3,511 - 3,511 - 3,511
1,806 4,052 5,858 - 5,858
28,150 - 28,150 - 28,150
8,986 - 8,995 - 8,985
33,033 - 33,033 - 33,033
14,936 - 14,836 - 14,936
- 5,000 6,000 - 6,000
2,000 - 2,000 - 2,000
3,391 - 3,381 - 3,391
1,304 2,528 3,832 163 3,998
859 - 859 - 859
37,195 (20,088) 17,127 - 17,127
175 - 175 - 175
18,187 5,242 23,429 508 23,935
45 (1.889) (1,644) 5,547 3,903
1,050 1,050 - 1,050
$ 589058 5  (162308) § 426750 5 €216 _§ 432,966
5 (17373) 8 11180 8 (6213) § 20965  § 14,752

Column (A): Company Revised Schedule E-2, 11/8/2012

Column (B): Schedule Surrebuital MJR-12
Column (C): Cotumn (A) + Cotumn (B)

Column (D): Surrebuttal Schedules MJR-1 and MJR-2

Column (E): Column (C} + Column (D)
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CORDES LAKES WATER COMPANY

" Docket No. W-02080A-12-0356

Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #1 - REMOVE NON-UTILITY REVENUES AND EXPENSES FOR CONTRACT LABOR

Settiement MJR-14

’ , 1A] 18] o]
LINE . . COMPANY . STAFF STAFF
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Cantract Labor Revenue $ 167,692 3 {167,692) $ -
2 Payroll 3 167,682 (167 ,692) $ -
3 Operating Income Affect 3 - $ - $ -

References:

Col {A): Company Schedeuie E-2
Col [Bl: Cof [C} - Col [A]

Col [C): MJR Testimony




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Tesli Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #2 - NORMALIZATION OF REPAIRS & MAINT ENANCE EXPENSES

Settiement MJR-15

[A] [B] IC]

LINE ) : COMPANY STAFF STAFF

NO. DESCRIPTION PROPQOSED ADJUSTMENTS RECOMMENDED
1 Repairs & Maintenance $ 12,650 $ 1,012 $ 13,662
2 Repairs & Maintenance - Company's Test Year: 2011 $ 12,650
3 Repairs & Maintenance - 2010 Annual Stmit 17,221
4 Repairs & Maintenance - 2008 Annual Stmt 11,118
5 Repairs & Maintenance expenses, past three years $ 40,987
8 Average Repair & Maintenance expense (line 5/3) $ 13,662

References:

Col [A}: Company Schedeuie C-1

Col [B): Col [C] - Col [A]

Col [C}: Normalized Repairs & Maintenance Expense Col [C] L8.




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #3 - METERED REVENUE

LINE
NO.

1

DESCRIPTION

Metered Revenue |

References:

Col [A}l: Company Schedule E-2 Revised 8/24/2012
Col [B]: Col[C] - Col [A] )

Col [C}: MJR Testimony

Bili Count Revenue

Settiement MJR-16

3/4 inch Meter
1 inch Meter
2 inch Meter
Subtotal

[Al {B] [Cl
COMPANY STAFF STAFF
PROPOSED  ADJUSTMENTS  RECOMMENDED
$ 403353 § - 2083 § 412,448
$ 404,557

2397
5,452
@




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #4 - DEPRECIATION EXPENSE

Line
No.

S RrORN230cENo A wN

16

32
33
34
35

LINE
NO.

36

A} 1B} ]
ACCT Depreciabie Projected
NO. DESCRIPTION AMOUNT Amount RATE EXPENSE
Plant In Service
301 Qrganization ’ $ - - 0.00% $ -
302 Franchises - - 0.00% -
303 Land and Land Rights . - - 0.00% -
304 Structures & Improvements 6,657 4,400 3.33% 47
305 Colliecting & impounding Reservoirs - - 2.50% : -
306 Lakes, Rivers, Other Intakes ' - - 2.50% -
307 Wels and Springs 167,348 151,879 3.33% 5,061
308 Infittration Gallenies and Tunnels _ - - 6.67% “
308 Supply Mains - - 2.00% -
210 Power Generation Equipment - - 5.00% -
311  Pumping Equipment 42,812 32,354 12.50% 4,044
320 Water Treatment Plant - - 3.33% -
330 Distribution Reservoirs & Standpipes 141,832 94,458 2.22% 2,097
331 Transmission & Distribution Mains 581,937 19,442 2.00% 388
333 Services 18,350 - 3.33% -
334 Meters & Meter Installation 58,550 50,811 8.33% 4,233
335 Hydrants - - 2.00% -
336 Backflow Prevention Devicas - - 6.67% -
339 Other Plant & Misc, Equipment 80,550 60,550 6.67% 4,038
340 Office Furniture & Equipment 8,101 6,101 6.67% 407
341  Transportation Equipment 71,461 2,412 20.00% A82
342 Stores Equipment - - 4.00% -
343 Tools, Ship & Garage Equipment . - - 5.00% -
344 Laboratory Equipment ) - - 10.00% -
345 Power Operated Equipment - - 5.00% -
346 Communication Equipment - - 10.00% -
247 Miscellaneous Equipment 582 - 10.00% -
348 Other Tangible Ptant - - 0.00% -
Subtotal Generat $ 1,157,080 422,507 3 20,808
Less: Non- depreciable Account(s) (L3} - -
Depreciable Piant (L29-L30) 3 1,157,080 422 567
Contributions-in-Aid-of-Construction (CIAC) Per
Decision No. 54526 (1/28/1985) - Not Amertized $ 76,247
Compgsite Depreciation/Amortization Rate 4.85%
Less: Amoriization of CIAC (.32 x L33) : g 3,771
Depreciation Expense - STAFF [Col. {C), L29 - L34} $ 17,127
{A] B8] [C]
COMPANY STAFF STAFF
DESCRIPTION PROPOSED ADJUSTMENT RECOMMENDED
Depreciation Expense $ 37,195 $ (20,068) $ 17,127
References:
Cof [A]: MUR-4

Settiernent MJR-17

Col [B]: Decision No. 70170 and updated Plant Scheduies
Col [C}: MJR Testimony




CORDES LAKES WATER COMPANY

Docket

No. W-02060A-12-0356

Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #5 - PROPERTY TAXES

Settiemnent MJR-18

(9)

LINE STAFF STAFF

NO. [Property Tax Calculation AS ADJUSTED RECOMMENDED
1  Staff Adjusted Test Year Revenues - 2011 3 420,536 $ 420,536
2  Weight Factor 2 2
3 . Subtotal (Line 1 * Line 2) 841,073 $ 841,073
4 Staff Recommended Revenue, Per Schedule MJR-1 420,536 $ 447,718
5 Subtotal (Line 4 + Line 5) 1,261,609 1,288,721
©  Number of Years ) : 3 3
7  Three Year Average (Line 5/ Line 6) 420,538 428,557

- 8  Department of Revenue Mutiiplier 2 2
8 Revenue Base Value (Line 7 * Line 8) 841,073 858,194
10 Plus: 10% of CWIP - - -
11 Less: Net Book Value of Licensed Vehicles 2,171 2,171
12 Full Cash Value (Line 8 + Line 10 - Line 11) 838,902 $ 857,023
13 Assessment Ratio ) 20.0% 20.0%
14  Assessment Vaiue (Line 12 * Line 13) 167,780 $ 171,405
15  Composite Property Tax Rate 13.9638% 13.8638%

3 -

16  Staff Test Year Adjusted Property Tax (Line 14 * Line 15) ] $ 23,429
17 Company Proposed Property Tax 18,187
18  Staff Test Year Adjustment (Line 16-Line 17) $ 5,242
19 Property Tax - Staff Recommended Revenue (Line 14 * Line 15) 3 23,835
20 Staff Test Year Adjusted Property Tax Expense {Line 16) 3 23,429
21 Increase in Property Tax Expense Due to increase in Revenue Requirement 3 506
22 Increase fo Property Tax Expense 3 5086
23 Increase in Revenue Requirement 27,182
24 increase to Property Tax per Dollar Increass in Revenue (Line22/Line 23) 1.861840%




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #6 - TEST YEAR INCOME TAXES

, A [B]

LINE ) COMPANY STAFF
NO. DESCRIPTION PROPQOSED ADJUSTMENTS
1 income Tax Expense $ 45 3 {1,689)

Settlement MJR-19

[C]
STAFF
RECOMMENDED

$ (1.644)

References:

Col [Al: Company Schedeule E-2 Revised 3/24/2012
Cal [B): Col [C] - Cal [A]

Col [C}: Schedule MJR-2, Line 43




CORDES LAKES WATER COMPANY Settlement MJR-20
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #7 WATER TESTING '

: A (8] [C]
LINE COMPANY STAFF STAFF
NO. DESCRIPTION PROPQSED ADJUSTMENTS RECOMMENDED
1 Water Testing Expense $ 1,806 % 4052 % 5,858

References:

Col [A}: Company Scheduie E-2
Col [B}: Col [C] - Col [A]

Col [C]: Engineering Report




CORDES LAKES WATER COMPANY ' ’ Settiement MJR-21
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #8 - NON-METERED REVENUE FEES

’ Al : [B] [C]
LINE . COMPANY
PROPOSED STAFF STAFF
NO. DESCRIFPTION 9/24/2012 ADJUSTMENTS RECOMMENDED
1 Misc income Net 3 640 3 (640) 3 -
2 Establishment - 3 . 6,825 £,825
3 Reconnection - 3 1,045 1,045
4 After Hours Reconnection - $ 150 150
5 Re-Establishment - $ 70 70
6 [ . $ 640 $ 7 450 $ 8,090 |
COMPANY
Revised
8/17/2012
Misc Income Net $ -
Establishment - 6,825
Reconnection 1,045
After Hours Reconnection 150
Re-Establishment 70

References:

Col [A}: Company Schedeule A-2 (B)

Col [B]: Col [C] - Col [A]

Col [C}: Schedule Column A plus Column B




CORDES LAKES WATER COMPANY . Settlement MJR-22
‘ Docket No. W-02060A-12-0356
i Test Year Ended December 31, 2011
?
]

OPERATING INCOME ADJUSTMENT #8 - INTEREST ON CUSTOMER DEPCSITS

b

iAl [B] IC]
LINE
COMPANY STAFF STAFF
NO. DESCRIPTION PROPQSED ADJUSTMENTS RECOMMENDED
1 interest on Customer Deposits 3$ - $ 1,050 . $ 1,050
References:

Col [Al: Company Schedeuie A-2 (B)
Col [B}: Col [C] - Cof [A]
Col [C]: MJR Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-~12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #10 - RATE CASE EXPENSE

A . [A]
LINE
COMPANY
NO. DESCRIPTION PROPOSED
1 Rate Case Expense ' $ -
References:

Col [Al: Company Schedule E-2
Col [B}: Col [C] - Col {A]
Col [C]. MJR Surrebuttal Testimony

Settiement MJR-23

[B] [C]

STAFF STAFF

ADJUSTMENTS  RECOMMENDED

$ €.000 $ 6,000




CORDES LAKES WATER COMPANY Co ' Settiement MJR-24
Docket No. W-02060A-12-0356 ’
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #11 - OUTSIDE ACCOUNTING SERVICES

[A) Bl ' [C]
LINE
COMPANY STAFF STAFF
NO. . DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED
1 Outside Sevices - Accounting $ 3,680 $ 6,340 $ 10,000
References;

Col [Al: Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: MJR Surrebuttal Testimony




CORDES LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Test Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #12 - BAD DEBT EXPENSE

LINE
NO.  DESCRIFTION
1 Misc. Expense - Bank Charges
2 Bad Debt Expense
3 Total
References:

Col [A}: Company Schedule E-2
Col [Bl: Col [C] - Col [A]

Col [C]: Settlement

Al

COMPANY

PROPQSED

$ 1,304

$ 1,304

[B]

STAFF
ADJUSTMENTS

$ -
2,528

$ 2,528

Settiement MJR-25

[C}]

STAFF
RECOMMENDED
$ 1,304

2,528
$ 3,832




CORDES.LAKES WATER COMPANY
Docket No. W-02060A-12-0356
Yest Year Ended December 31, 2011

OPERATING INCOME ADJUSTMENT #13 - PURCHASED POWER EXPENSE

[A]
LINE
COMPANY
NO. DESCRIPTION PROPOSED
1 Purchased power $ 31,723
2 .
3 Total $ 31,723 v
References:

Col JA): Company Schedule E-2
Col [B]: Col [C] - Col [A]
Col [C]: Settlement

B

STAFF

ADJUSTMENTS

$ 917

$ 917

Settiement MJR-26

[C]

STAFF
RECOMMENDED

K 32,640

$ 32,640




CORDES LAKES WATER COMPANY

Docket No.

W-02080A~12-0356

Test Year Ended December 31, 2011

Monthiy Usage Charge

5/8" x 314" Meter

34" Meter
1" Meter
1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter
8" Meter
10" Meter
12" Meter

Gallons included in Minimum

34" Meter
Company
Tier1

Tier 2
Tier 3
Staff

Tier 1

Tier 2
Tier 3

1" Meter
Company
Tier 1
Tier 2
Staff
Tier 1
Tier 2

124" Mefer
Company
Tier 1

Tier 2
Staff

Tier 1

Tier 2

2" Meter
Company
Tier 1
Tier 2
Staff
Tier 1
Tier 2

3" Meter
Company
Tier 1
Tier 2
Staff

Tier 1
Tier 2

4" Meter
Company
Tier 1
Tier 2
Starf

Tier 1
Tier 2

6" Meter
Eompany
Tier 1
Tier 2
Staff
Tier 4
Tier 2

‘Commodity Rate Charge

From 0 to 3,000 galions
From 3,001 to 8,000 galions
Over 8,000 gations

From O to 3,000 galions
From 3,001 to &,000 gallons
Over 8,000 gailons

From O to 18,000 galions
Over 18,000 gallons

From 0 to 10,000 galions
Over 10,000 gallons

From 0 to 43,500 gallons
Qver 43,500 galions

From 0 tc 17,000 gallons
Over 17,000 gallons

From 0 to 75,000 gailons
Qver 75,000 gaflons

From © to 26,000 galions
Over 25,000 gallons

From © to 160,000 gallons
Over 180,000 galions’

From 0 to 50,000 galions
Qver 50,000 galions

From 0 to 280,000 gailons
Over 290,000 galions.

From O to 75,000 gallons
Over 75,000 galions

From 0 to 530.000 gallons
Over 530,000 gaillons

From 0 to 150,000 gallons -

Over 150,000 galions

Settiement MJR-27

Page 10of 2

Present -Proposed Rates-
Rates Company Staff
N/IA NIA N/A
14.00 § 1350 §$ 11.75
12.50 24.50 1850
39.00 48.75 38.258
£2.50 78.00 62.50
125.00 156.00 125.00
220.00 276.00 185.00
380.00 485.00 390.00
NIA NiA N/A
NIA NIA N/A
NIA NIA N/A
0 0 o}
2.80 3.30
4.20 5.25
5.00 6.00
2.85
4.25
6.50
4.30 5.25
5.00 6.00
4.25
B.50
T4.30 525
5.00 6.00
4.25
8.50
4.30 5.25
5.00 6.00 )
4.25
6.50
4.30 5.25
§.00 6.00
4.25
£.50
430 5.25
5.00 8.00
425
8.50
4.30 5.25
£.00 6.00
4.25
8.50




Service Line and Meter Instaltation Charges

5/8" x 3/4" Meter v NT
3/4" Meter 520.00
1" Meter 610.00
1%" Meter 8£5.00
2" Meter : 1,515.00
3" Meter 2,185.00
4" Meter : 3,360.00
8" Meter 6,115.00
Service Charges .
Establishment $25.00
Estabiishment (After Hours) $35.00
Reconnection (Delinquent) $15.00
Reconnection (Delinquent) After Hours $25.00
NSF Check $12.50
Meter Re-Read (If Correct) $10.00
Meter Test (If Comrect) $25.00
Deferred Payment (per Month) 1.5%
Deposit Amount *

-

Deposit Interest
Re-Estabiishment (Within 12 Months)

"

Late Fee (per Month) 1.5%
Road Cutting or Boring Cost
After Hours Service Charge (Customer Reguest) NIT
NT = No Tariff
Monthly Service Charge for Fire Sprinkier
4" or Smaller $0.00
&" Q.00
8" 0.00
10" 0.00
Larger than 10" 0.00

* Per Commission Rules (R14-2-403.8)
* Months off system times the minimum (R14-2-403.D)
=+ 1.5% on the unpaid balance per month
s 2.00% of Monthiy Minimum for a Comparable Sized Meter Connection,
but no less than $10.00 per month. The Service Charge for Fire Sprinkiers
is only applicable for service lines seperate and distinct from the primary
water service line.

NIT
Same as Stafl
Same as Staff
Same as Staff
Same as Staff
Same as Staff
Same as Staff
Same as Staff

$30.00
$40.00
$20.00
$30.00
$15.00
$12.00
$30.00
1.5%

1.5%
Cost

$0.00
0.00
0.00
0.00
0.00

MJIR-27
Page 2of 2

Service
Line

Meter

Ir N

N/T
426.00
488.00
528.00
720.00
830.00

1,332.00

2,000.00

N/T
198.00
248.00
498.00
1,088.00
1,764.00
2,700.00
5,350.00

$30.00
NT
§20.00
NT
$15.00
$12.00
$30.00

wen
-
-

-

Cost
$35.00

EREE




CORDES LAKES WATER COMPANY ,
Docket No. W-02060A-12-0356 Settiement MJR-28
Test Year Ended December 31, 2011 : ’ , :

General Service 3/4 - Inch Meter

Average Number of Customers: 1,291
: Present  Proposed Dollar Percent
Company Proposed Galions Rates Rates  Increase increase
Average Usage 4,169 $24.42 $29.54 $5.11 20.892%
Median Usage 3,088 $18.78 $23.88 $4.08 20.65%

Present & Proposed Rates (Without Taxes)
- General Service 3/4 - inch Meter

Company
Gallons Present  Proposed % %
Consumption Rates Rates Increase increase
0 ' $11.00 $13.50 22.73% 6.82%
1,000 _ 13.80 16.80 21.74% 5.80%
2,000 16.80 20.10 21.08% 5.12%
3,000 19.40 23.40 20.62% 4.64%
4,000 23.70 28.65 20.89% 3.59%
5,000 28.00 33.890 21.07% 2.86%
6,000 32.30 39.18 21.21% 2.32%
7,000 36.60 44 40 21.31% 1.91%
8,000 40.90 49.85 21.39% 1.58%
9,000 45.90 5585 . 21.24% 4.68%
10,000 50.90 £1.85 21.12% 717%
18,000 75.90 91.865 20.75% 14.69%
20,000 100.90 121.85 20.56% 18.48%
25,000 125.80 151.685 20.45% 20.77%
50,000 250.90 301.65 20.23% 25.37%
75,000 ) 375.80 451.65 20.15% 26.91%
100,000 500.90 601.65 20.11% 27.68%
125,000 625.80 75185  20.09% 28.14%
150,000 750.80 . 901.85 20.08% 28.45%
175,000 ) 875.90 1,051.65 20.07% 28.67%
28.84%

200,000 1,000.90 1,201.65 20.06%
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